


SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 








j VIVERSIET 


OF MICHIGAN 


HEARINGS JAN ® 1980 


MAIN 
BEFORE READING ROOM 


SUBCOMMITTEE NO, 5 


OF THE 


SELECT COMMITTEE ON SMALL BUSINESS 
HOUSE OF REPRESENTATIVES 


EIGHTY-SIXTH CONGRESS 
FIRST SESSION 


PURSUANT TO 


H. Res. 51 


A RESOLUTION CREATING A SELECT COMMITTEE TO 
CONDUCT A STUDY AND INVESTIGATION OF THE 
PROBLEMS OF SMALL BUSINESS 


PART III 


DENVER, COLO. 
NOVEMBER 16 AND 17, 1959 


Printed for the use of the Select Committee on Small Business 


ae 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1960 











SELECT COMMITTEE ON SMALL BUSINESS 


WRIGHT PATMAN, Texas, Chairman 


JOE L. EVINS, Tennessee WILLIAM M. McCULLOCH, Ohio 
ABRAHAM J. MULTER, New York ARCH A. MOORE, Jr., West Virginia 
SIDNEY R. YATES, Illinois WILLIAM H. AVERY, Kansas 

TOM STEED, Oklahoma H. ALLEN SMITH, California 
JAMES ROOSEVELT, California HOWARD W. ROBISON, New York 
CHARLES H. BROWN, Missouri EDWARD J. DERWINSKEI, Illinois 


BRYAN H. JAcQueEs, Staff Director 

EVERETTE MACINTYRE, General Counsel 

Wma. SUMMERS JOHNSON, Chief Economist 
IRVING MANEsS, A ssistani Counsel 

JUSTINUS GOULD, Assistant Counsel 

RICHARD L. MITCHELL, Assistant Cownsel 
MARIE M. STEWART, Clerk 

JANE M. DEEM, Administrative Assistant 
Victor P. DaLMAS, Adviser to Minority Members 





SUBCOMMITTEE No. 5 


JAMES ROOSEVELT, California, Chairman 
TOM STEED, Oklahoma ARCH A. MOORE, Jr., West Virginia 
CHARLES H. BROWN, Missouri WILLIAM H. AVERY, Kansas 


EVERETTE MACINTYRE, General Counsel 
JANE Hicks, Research Analyst 
BROOKS ROBERTSON, Analyst 













CONTENTS 


Testimony of— 
Averich, Dave, Capitol Packing Co., Denver, Colo 
oins,.5.neiies: FT, Nenad Baines tienen edie 
Carlson, Holger, Michigan Farmers Union, Paw Paw, Mich___-__-_-__- 
ae Salata Sol, manager, meatpacking plant, National Food Stores, 
ne 
Diesmene, LAG, LARGE, COR 6 dn dtc wa ntsltcdadiinimnetinimiedn 
NT BI sn bnew aie hie dintncin hig late ai tiled enone aaa 
Farrell, Tom, former meat buyer for National Tea Co., Denver, Colo- 
Gelt, Louis, attorney, Gelt & Grossman, Denver, Gil: idee 
Henritze, . W., division manager, Denver retail division, Safeway 
eGnOe, ING, WMNVGE, CONG ono os cain coh uomeesequcuranueese 
Hoffman, Able L., attorney, Donaldson, Hoffman & Goldstein, 
Denver, US 3 yn See a FS re es res ee 
Kaslow, Ben E., counsel for Independent Meat Pae ers Association, 
CPR NONE iio a on we Kaleo ewe ee 
Killick, John A., executive secretary, National arm Meat 


Pac! ers Association, Washin ‘ton, D.c sis 1122, 


Lederer, William J., general attorney, National Tea Co_ 
Leffler, Carl (rancher and farmer), Greeley , Colo 
Mancici, Georre, feedlot operator, Denver, Colo 
Mathews, H. G., Denver branch office, meat buying de _partment, 

Safeway Stores, BOs DONCO CONS S oo os co eck scales Je. koe 


Miller, Elmer E. division manager, Miller Supermarket, division of 
eg 
Monfort, Warren, feedlot operator, Greeley, Colo.._..__._________- 
Needham, Lloyd, vice president, National ‘Inde ~pendent Meat Packers 
Assoc iation, and vice preside nt, Sioux City Dressed Beef, Inc., 
Sioux City, NOW 5 os oe iteesEdhacie ase d. BM teenie 
Norris, Robert, ranger, Colorado Springs, Colo___.._..._..._.-_ ___- 
Pewett, Edwin H., Weaver & Glassie, Washington, D.C____________ 
Pexton, L. M., chairman of the board, Denver Union Stockyards 


Den-er Colo 1076, 1219, 


Schumacher, JOD0 Dy, (MAM, NOW. 6 sein d theca eee i 
Robertson, William G., chairman, River Markets Livestock Group- 

Siegel Ane, Food Pair. Inic.; Brsaneth, Male... ces noes 
Weis art, George, feedlot operator and meatpa’ker, Denver, Colo__ _ 
Wilde, Drummond, general counsel, Safeway Stores, Inc., Oakland, 


Zarlengo, Anthony F., Denver, Colo 
Additional information: 

Affidavit of Paul A. Baumgart, manager, economic research = 
ment, Salewar Steves, b60.06 ook ok eh ei 

Baumgart, Paul A., manager, economic research de :partment, Safe’ way 
Stores, Inc., affidavit ee an pheasant oe Ne ot a ae A ae 

Cattle and lam's slaughtered by ‘American Stores Co. at Pue lo, 
CJONOss WOOO wean beeen 6 dda wa od op eee eee 7 ; 

Cattle sl: 1ughtered by American Stores Ce o. at Line oln, Ne>r., 1958 59 

Cook, len H., Denver, Colo., statement of, re testimony of 8 
Stores, Ine 

Denver Union Stock Yard Co., letter, December 
MacIntyre, general counsel_ - ----- . atte aa soe 

Federal inspected slaughter, Omaha, Ne r., October 15, 1959 

Humphrey, Hon. Huert H., U.S. Senator, statement of hen a i 

Johnson, Hon. Byron L., a Representative in Congress fron the State 
of Colorado, letter, November 12, 1959, to Hon. James Roosevelt 


Safeway 


7, 1959, to Everette 


IIt 


Si cx Sg ds is a Saag cg Bras ik Sah ech, Ne ee ae A ree a 1198, 


Page 
1241 
1137 
1334 
1226 
1103 
1266 


1222 
1188 


1270 
1228 
1160 
1134 


1198 
1108 


, 1181 


1270 


1198 
1241 


1122 
1327 
1122 


1248 
1160 
1218 
1188 
1228 


1270 
1241 





IV CONTENTS 


Additional information—Continued 
Mac Namara, H. V., president, National Tea Co., speech on the new Page 
concept of cooperation between supply and selling in marketing___ 1200 
Mathews, H. G., Safeway Stores, Inc., excerpts of a speech given at 


meremie, Wo. nunist 4, 1900: - oo oe ee ees 1308 
National Independent Dairies Association, letter, October 30, 1959, 

Pe 2. GS Pe ee es cee te Ba wn ess WS cc eeennneuee 1340 
Robertson, William G., chairman, River Markets Livestock Group, 

NI Speier el eee et ee ee 1220 
Rocky Mountain Farmers Union, letter, December 3, 1959, to Hon. 

James Roosevelt, with attachments________.._._._.__________. 1318, 1324 
Safeway Stores, Inc., letter, December 2, 1959, to Hon. James Roose- 

a as ice ee ee ee, 2 ae 1328 
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MONDAY, NOVEMBER 16, 1959 


House or REPRESENTATIVES, SUBCOMMITTEE 
No. 5 on DistrisutTion PROBLEMS OF THE 
Se.ect Commitrer To Conpucr a Srupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BuSINESS, 
Denver, Colo. 

The subcommittee met, pursuant to recess, at 10 a.m. in Senate 
Chambers, State Capitol Building, Denver, Colo., Hon James Roose- 
velt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt, Brown of Missouri, Moore, and 
Avery. 

hin present: Representative Rogers, Senators Allott and Carroll. 

Also present: Everette MacIntyre, general counsel; and Brooks 
Robertson, analyst. 

Mr. Roosrvetr. The committee will come to order, please. 

Before proceeding with the hearings, I would like to have the 
pleasure of introducing my colleagues, and extend to all of you here 
today a cordial welcome. 

As I am sure you know, this is a session of Subcommittee No. 5 of 
the House Small Business Committee. 

I have on my left the ranking minority member, Congressman 
Arch Moore, and sitting next to him Congressman Avery. 

On my right we have the great pleasure of having with us Congress- 
man Byron Rogers of your State of Colorado, and we are very much 
honored and pleased to have you with us. If there is any preliminary 
statement you would like to make, being the senior member of your 
State of which we are guests, we would be delighted to have you. 

Mr. Rocers. Thank you very much. Welcome to the First Con- 
gressional District, which is the city and county of Denver. Of 
course, as you know, we have always said the mile high city gives you a 
little atmosphere, clears up your head. And I am delighted to see that 
the committee has chosen my district for the hearings. 

Naturally, we want to welcome each and every one of you, and I am 
hopeful that while you are here that you will enjoy the hospitality of 
the people of the city and country of Denver, because they are the best 
people in the world. I am delighted you have invited me to join 
in here with you today. 

Mr. Roosevett. Thank you, Byron. We are delighted to be here. 
We have so much to do, I don’t know how much hospitality we will 
be able to enjoy. But we enjoy the fine cordial welcome that has been 
given to us, and we are looking forward to our stay. 
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I also have on my right Mr. Everette MacIntyre, who is the general 
counsel of the full committee of the House Small Business Committee, 
and is counsel for this subcommittee. 

We have one more colleague, Congressman Brown, of Missouri, 
whose plane was a little delayed, but who will be here shortly, and he 
will take his place with us at that time. 

I have received two communications, one from Congressman Byron 
Johnson, of the State of Colorado, together with an accompanyin 
letter, and I will introduce into the record Congresman Johnson’s 
statement, in order that it may be included. 

(Statement of Congressman Johnson is as follows :) 


HovusE OF REPRESENTATIVES, 
Washington, D.C., November 12, 1959, 
Hon. JAMES ROOSEVELT, 
Denver, Colo. 


DEAR Jtm: I regret that I cannot be present in person as the committee under- 
takes its hearings in Denver. However, I wish to take this opportunity to 
commend you and the entire committee for your diligent interest in protecting 
true freedom of enterprise against the sabotage it receives from businessmen 
who really do not believe in competition. 

It is very important for Americans to understand that the free competitive 
enterprise system requires the development and maintenance of truly competi- 
tive markets for both buyers and sellers, and that it requires that both buyers 
and sellers have reasonable knowledge of the market. The development and 
maintenance of under-the-counter or inside arrangements which provide in effect 
a separate market for a favored few is to be condemned both because it is 
unethical and immoral but also because it saps the vitality of the free competitive 
enterprise system itself. 

Those who would rig the market so as to put themselves in a monopolistic 
position should recognize that ultimately monopoly is likely to come under direct 
Government regulation, or face the threat of outright Government ownership, 
because those who are hurt by monopolistic practices will turn to the only 
instrument they have left—the Government—for suitable relief. It is tragically 
true that many people who recognize the desirability of competition in markets 
generally somehow think it’s all right if the market in which they operate 
personally is subject to their control through monopolistic devices. 

If your committee helps increase public understanding of the pernicious 
consequences of this doctrine, it will have done great public service. Moreover, 
the hearings should certainly help provide a base for suitable legislation if this 
proves necessary to help to restore competitive conditions to markets in which 
competition is being destroyed. 

With every good wish, I am, 

Sincerely yours, 
Byron L. JoHNsSoN, Member of Congress. 

Mr. Roosevert. I want to welcome Mr. Eugene Foley, the legal 
counsel of Senator Humphrey’s subcommittee of the Select Committee 
on Small Business of the U.S. Senate, who is also present today, repre- 
senting Senator Humphrey. And the representative of Congressman 
Johnson, I believe, is here, too—Mr. Thorton. We are happy to have 
you with us also, and I wish you would express our appreciation to 
Congressman Johnson, our colleague, for his statement, also. 

The subcommittee is continuing its investigation and study of small- 
business problems in the food industry by holding hearings in Denver 
today, tomorrow and, if need be, Wednesday morning. 

During the course of our hearings in Washington last June and July, 
we were told that an undue concentration of economic power has 
occurred in the buying, feeding, slaughtering, and distribution of 
livestock and livestock products. The finger was pointed to the prac- 
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tices and conditions in the Denver area as proof and illustrative of 
those charges. Included among the charges were allegations that large 
chainstore organizations had integrated their functions and operations 
backward from retailing to and including the operation of slaughter- 
ing and packinghouses, the operation of feedlots and related facilities. 
It was charged that the results include the bypassing of market facili- 
ties which were established to insure competitive marketing of live- 
stock. 

It is said that these practices also have resulted in a few concerns 
getting a substantial degree of control over the marketing of livestock 
in this section of the country. It is alleged that those few have im- 
posed monopolistic and unfair trade practices upon small and inde- 
pendent businessmen engaged in farming, ranching, feedlot opera- 
tions, slaughtering, packing, and distribution of livestock and live- 
stock products. 

It held be emphasized that the subcommittee is making no charge 
against anyone engaged in the trade of livestock and livestock prod- 
ucts. Weare here to investigate, hear testimony, and receive evidence 
about the situation. Our task is to gather the facts. 

In addition to hearing testimony and receiving evidence about small 
business problems in the sale and distribution of livestock and live- 
stock products, we will hear testimony from some witnesses regarding 
small business problems in the distribution of certain other products. 

Our agenda for the hearings this week has been arranged to provide 
for the testimony from specialists engaged in the production and dis- 
tribution of livestock and livestock products. A number of these will 
include businessmen with much practical experience. 

We wish to reiterate that we are here to gather facts. I want to 
make it clear at the outset, if there is any committee of Congress which 
is nonpolitical, this is a nonpolitical committee from the point of view 
of partisan politics. We are here as nearly as we can possibly make it 
within the view of our individual political philosophies to gather the 
facts on a completely nonpartisan basis. 

When the facts are in, our subcommittee will weigh them, reach con- 
clusions thereon, and report to the full committee, which in turn will 
report to the House of Representatives with recommendations, if any, 
as provided for in the resolution which created the House Small Busi- 
ness Committee. 

For the information of those representatives of the press who may 
be present, should it be their desire at the conclusion of the hearings 
on Tuesday afternoon, November 17, the committee members, such as 
wish to do so, will be glad to meet with members of the press in some 
ae of this chamber to answer any questions regarding the 2-day 

earings and the general subject matter which the press may wish to 
put at that time. 

This morning we have the privilege of having as our first witness 
Mr. L. M. Pexton, chairman of the board of the Denver Union Stock- 
yards, here in Denver, Colo. 

We are very happy to have you, Mr. Pexton, and we appreciate the 
time you have taken to come before the committee and to help us with 
our study of this very important situation. 
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Mr. MacIntyre. Mr. Chairman, I think the record should show 
that Mr. Pexton is appearing here under subpena from the committee 
to present testimony about the livestock industry in Denver. 

Mr. Roosrvetr. The record will show, and I believe, Mr. Pexton, you 
were served with the subpena and are here in response to it. 

Mr. Pexton, I believe you have a prepared statement. Would you 
wish to proceed at this time with that statement, sir ? 
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TESTIMONY OF L. M. PEXTON, CHAIRMAN OF THE BOARD, DENVER 
UNION STOCKYARDS, DENVER, COLO. 





Mr. Pexton. I have; yes, sir. 

My name is L. M. Pexton. I first came to the Denver stock 
1915 as an employe of the railroads. I was promoted to joint agent 
of all railroads when the railroads were under Federal control during 
World War I, and remained in that position until 1923, when I went 
to work for the Denver Union Stock Yard Co. as traffic manager. 
From that date until the present, except for a year at Oklahoma City, 
I have been employed by the company as traffic manager, and presi- 
dent and general manager for 17 years; 3 years ago I became chair- 
man of the board. 

In these various positions I have become very familiar with market 
operations, as well as with the Packers and Stockyards Act, passed in 
1921, and with the activities and alleged abuses which led up to the 

assage of the act. I have participated i in numerous cases under the 
?ackers and Stockyards Act. 

This act was largely sponsored by Senator Kendrick, of Wyoming, 
who was in the cattle business and marketed good numbers of cattle 
at Omaha, Chicago, and other points. His efforts were to correct 
some abuses he felt existed due to packer control of various phases of 
the livestock industry, including terminal markets. A good deal of 
this was corrected in the consent decree of 1920. 

However, as is pointed out, page 3, by the Secretary of Agriculture 
in his ‘Report on Current Activities and Problems under the P. & S. 
Act,” dated April 4, 1957, and attached hereto as an exhibit: 

Some years following enactment of the Sherman Antitrust Act, which sought 
to make more effective the common-law doctrine against restraint of trade, agi- 
tation arose for legislation dealing directly and separately with the packers or 
at least the dominant firms in the industry. In 1917, after legislative hearings 
had been held by committees of both Houses of Congress on a series of bills 
dealing with the packer monopoly problem, the President directed the Federal 
Trade Commission to investigate meatpacking and related activities. 

The resulting report indicated that the big meatpacking firms virtually had 
complete control of the trade, from the producer to the consumer. The report 
also indicated that one of the essential means by which this control of the trade 
was made possible was through the packers’ ownership of a controlling part of 
the stock in the stockyards companies of the country. This controlling interest 
gave the meatpackers a “whip hand” over not only the operations of the stock- 
yards but also over the activities of the commission men and dealers. 

The act was seemingly largely passed for packer control and regula- 
tion of trade practices rather than market rate control. The market- 
ing charges in livestock have always been low, perhaps the lowest of 
any commodity with relation to the value of the product. This was 
true in 1921 and is true today. While in 1921 a large majority of the 
livestock traffic was handled through terminal markets, today less 
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than one-half of the volume is so handled. Competition serves to con- 
trol marketing charges more than rate regulation. 

For example, under the values determined by the packers and stock- 
yards administration and the rate of return found reasonable to them, 
our rates at Denver could be at least one-fifth higher without. creat- 
ing an excessive rate of return. Apparently, all rate regulation might 
well be abandoned and that money spent on trade practices and in- 
vestigations. 

As previously pointed out in testimony before the Small Business 
Committee, and in published statements on April 4, 1957, by the Sec- 
retary of Agriculture, attached as an appendix hereto, practically 
nothing has been done since the passage of the act in 1921 on packer 
regulation, nor wide investigations made as to the effect certain buy- 
ing practices of packers had on competition for the purchase from, 
or the prosperity of, the livestock producer, which was the reason the 
act was originally passed. 

The Packers and Stockyards Act of 1921, with reference to the 
regulation of packers under title II, is quoted in the records of this 
committee, beginning on page 241, volume 1, and will not be repeated 
here. The act makes it unlawful for a packer to do many things, in- 
cluding engaging in any business or doing any act for the purpose, 
or having the effect of manipulating or controlling prices in com- 
merce. It also sets up rules for fair competition to be administered 
by the Government to insure free competition. It would therefore 
seem that any buying or feeding practice which has an adverse effect 
on livestock pricing would be unlawful, even though abandonment of 
such practices might be inconvenient or expensive to those involved. 
Antitrust cases do not hinge on whether a finding of guilt will be ex- 
pensive to the accused parties. 

This is in line with the attitude of Congress down through the 
years of equalizing economic conditions between various groups of 
people, such as the farm support program, labor legislation, old-age 
pensions, unemployment relief, antitrust requirements, and other such 
things which have the effect of taking away from some in the form of 
taxes and giving to others, or regulating trade practices for the com- 
mon good. 

The New York Stock Exchange requires that its member sell quoted 
securities on the market and not under the counter, unless certain per- 
missions are given, in order that there will be a free market, and a 
true working of the law of supply and demand. The exchange is a 
most valuable asset to America. If conditions existed there as now 
exist in the livestock industry it would be valueless, and would prob- 
ably be abandoned. 

The U.S. Supreme Court has approved like rules on grain trading 
for the board of trade in Chicago, as noted in 246 U.S. 231. 

The national packers at one time formed a national packing com- 
pany which restricted competition in both the purchase of livestock 
and the sale of its products. This was later declared a violation of 
law and the trust was ordered busted. 

All of these things have either caused inconvenience or financial 
loss to some of those involved, but that has been a secondary consid- 
eration. I personally may not particularly enjoy paying taxes for 
farm relief, old-age pensions, unemployment, and other such things, 
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but if, in the opinion of Congress, they are for the common good, I 
probably participate in the general prosperity brought about by them, 
so it all balances out. 

The main point I wish to make is that if the malpractices seemingly 
now evident in the direct buying of livestock, or if packer feeding of 
livestock tends to circumvent the open, competitive, price-basing mar- 
kets, and tends to reduce livestock prices thereon, then it is the duty 
of Congress to make such practices unlawful, if the present Packers 
and Stockyards Act does not already do so, since all of this is for the 
common good. 

I would like to point out that the so-called direct buying of livestock 
by packers does not increase the supply by one single head. One of 
the reasons packers allege direct buying is necessary is concentration 
of receipts on Monday and the lack of them later in the week. The 
markets formerly had good receipts all through the week, and can 
again if the market is supported later in the week. As we pointed out 
previously, direct buying does not increase the supply. It is simply 
a matter of regulating the supply to each day of the week, a condition 
in which the markets and the growers will be glad to cooperate. In 
fact, the handling would be much better and more efficient with a 
5-day supply that with a 1- or 2-day concentration. 

Packer feeding would seem to replace individual feeding but such 
is not the ultimate result. When a packer replaces the effort of the 
farmer feeder it ultimately removes the farmer from the free, com- 
petitive system so long known to the American farmer. Given fair 
prices, American farmers and others will supply more than sufficient 
food for the American people, as has been demonstrated many times. 
By taking away the initiative of fair prices the farmer feeder of 
livestock, and ultimately the producer, will become only a cog in the 
integration movement that seems to be gaining in the American farm 
industry. We need only point to the sad experience of the broiler 
industry today to show what controlled integration can do to the 
individual. 

An example in the cattle industry is the extensive growth of packer 
feeding, both in solely owned feed lots and in ownership of cattle in 
commercial feed lots in California, and the decline of the small farmer 
feeder and of the public terminal markets as price-basing markets. 
The long established livestock market at San Francisco has been 
closed, thus eliminating an important price-basing point for northern 
California. Receipts at the market at Los Angeles have dropped 
steadily and now salable receipts of cattle at the Los Angeles price- 
basing livestock market have decreased from two-thirds of the Los 
Angeles slaughter in 1948 to less than one-fourth in 1958. Most of 
the remaining cattle slaughtered by Los Angeles packers are obtained 
directly from feed lots in southern California and Arizona, yet it is 
freely stated by the buying elements in Los Angeles that they buy 
on the basis of the Los Angeles Union Stock Yards quoted prices. 
See Western Meat Industry, September 1959, page 31. 

An increase in the price of hogs immediately shows up in increased 
farrowings; good prices for cattle lead to increased production, as 
has been shown the past few years. On the other hand. low prices— 
whatever the cause—ultimately will decrease production. A decreased 
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production will increase prices. Over the long run the consumer will 
not benefit, yet the producer will be severely damaged. 

The testimony of George L. Bickel, starting at page 214 of volume 1, 
covers the adverse market effect of packer feeding and direct buying 
practices, and will not be repeated here. His statement describes the 
practices and states their adverse effect upon the market. He also 
pointed out how packers, having obtained their supplies elsewhere, 
can either avoid the market or reduce their competition thereon, auto- 
matically reducing prices both on the market and in the country. 
There is an adage in our business that generally a packer does not leave 
the market to pay more but, rather, through some combination of cir- 
cumstances, to obtain his supplies for less. In doing this he may oc- 
casionally pay more in the country than on the market, thus making 
the market look bad to the country feeder who does not give considera- 
tion to the adverse effect the removal of such competition has on his 
country price, which is always related to some market. 

In his report of April 4, 1957, on page 20 in the second paragraph, 
the Secretary of Agriculture made the following comment: 

Significant problems that arise from changes and shifts in the production and 


marketing system pose important questions for investigation and study in the 
field of trade problems as: 
(1) Direct marketing of livestock and country buying practices of packers; 
(2) Sehedule selling in the sale of livestock at public markets; 
(3) Consignment slaughtering and carcass sale by packers and livestock pro- 


ducers and their effects on competition in the determination of livestoek and 
meat values; 


(4) Merchandising policies and practices of meat packers; 

(5) Weighing practices at other than terminal stockyards; 

(6) Feeding operations of meatpackers and their effects on the determination 
of livestock prices ; and 


(7) Acquisition of meatpacking plants by competitors and the effects on com- 
petition for livestock and the sale of meats in certain areas. 

In 1920 practically none of these conditions existed. Had title IT 
of the act been enforced they possibly could not exist today. Either 
passage of the act or nonenforcement has therefore created these con- 
ditions. A natural conclusion to us is that the act, instead of benefit- 
ing producers has been detrimental tothem. Where the Secretary has 
proposed certain corrections or changed practices since the passage of 
the 1958 amendments certain affected parties have objected to the 
changed rules, but that is not a good reason for no regulation or no 
changes. In fact, the comments of the Secretary himself, as set forth 
in the April 4 document here attached, would seem ample justifica- 
tion for new rules and regulations to prevent this adverse effect upon 
the producer. 

In the case of Denver, the Denver livestock market is the price-bas- 
ing point for practically all livestock produced or fattened in that area. 

With the adverse effect of current livestock trading practices at the 
Nation’s price-basing livestock markets already demonstrated, it seems 
to me that the act is sufficiently all-encompassing for the Secretary of 
Agriculture to order the causes abolished, or certain trade practice 
provisions made in order to eliminate these adverse effects, if he wishes 
to do so. The act is very broad in its authorizations. If the courts 
should hold some of his regulations unreasonable, or not in conformity 
with the act, then Congress could amend the act. 
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At this time, it would appear most important that the Secretary 
enforce the provisions of title II the same as he has title III covering 
terminal and other markets and the personnel thereon, rather than 
selecting certain portions of the act to enforce, yet not enforcing 
others. Based on experience and observation, I would say this could 
best be accomplished by a separate enforcement department and per- 
sonnel in the Department of Agriculture rather than under the cur- 
rent system which, by the Department’s own admission, has accom- 
plished so little the past 35 years. 

I would like to point out that this evasion of the law in the Depart- 
ment has occurred during several administrations, and will probably 
occur in the future, regardless of what particular party might be in 
power, unless the personnel and the attitude within the Department 
is changed, which seems almost impossible. 

In connection with this, and with the present trade practices, both 
of the buying of livestock and in the selling of meat, I am presenting 
an exhibit showing the retail value of meat consumed per capita com- 
pared to the disposable income of consumers per capita, and the percent 
the retail value, the so-called red meats, is of the disposable income. 

It will be noted that for the period of 1921-25 this percentage was 
6 percent. During the depression years of 1931-35 it was 5.8 percent. 
In 1947 it was back up to 6.3 percent. In 1950-51 it was 5.5 percent, 
and then started to drop. By 1956 it was 4.5 percent, or at least 1.5 
points under 1947. 

The disposable income in 1956 was $292.9 billion. One and five- 
tenths percent of this amount is $4.370 billion less than a short 9 years 
previous. Until recent years, or until the vast development of chain- 
stores, the livestock producer could rest assured that he could receive 
about the same percentage of the national income, year in and year out; 
and, if he curtailed production, he would automatically receive a 
better price. 

This is one of the reasons livestock producers generally have not 
been in favor of support prices but would rather leave it up to them- 
selves as to whether to increase or curtail production. This percentage 
is directly related to what the farmer received for his livestock, or at 
least that was true in former years. 

For a great many years the livestock producer received about one- 
half of the consumer dollar; or, for each dollar spent for meat at the 
retail level he could expect to receive 50 cents for his livestock. This 
factor has now been reduced to a little better than 40 percent, the 
latter being caused to some extent by increased transportation costs, 
handling costs, packaging costs, taxes, and other such things. That, 
however, does not absorb the $4.370 billion less he has taken from 
the spendable income during the past 9 years. 

If the proportion of the spendable income received by livestock 
producers had held up to the average percent then it might be alleged 
that present buying and selling practices were not responsible, but 
we have a 50-year history which includes the period between 1900 and 
1921 where it did hold up. Then, suddenly, and apparently due to 
methods of buying and selling, it has been substantially reduced. 

Mr. Roosrvett. Mr. Pexton, may I interrupt you just for a second ? 

We have a distinguished visitor, Senator Allott of Colorado. 
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Senator AtLorr. Thank you, Congressman. I hate to interrupt my 
good friend here. 

Mr. Roosevett. Mr. Pexton, will you proceed, sir? 

Mr. Pexton. The purchasing power of the consumer has not dimin- 
ished. Indeed, with increasing wages, fringe benefits, et cetera, the 
consumer is in a better position ‘than ever to purchase meat not only at 
current levels but even higher. In contradistinction, the position of 
the producer and feeder of livestock has shrunk tremendously i in the 
past few years, and it is clearly demonstrated that while the consumer 
at the retail level is paying a fair or even high price in saat to 
today’s livestock values it is being absorbed at : the retail level and is 
not being passed down to the producer and feeder of livestock, who 
finds live prices tumbling sharply with 13-cent hogs, 20-cent lambs, 
and a practical top on Choice beef of about 27 cents alive. History 
has shown that if these comparatively low prices were passed on to the 
consumer, demand would increase. 

These conditions are not caused by a per capita surplus of meat. In 
1908 total per capita consumption of the red meats was 163.3 pounds, 
or 4.3 pounds over the 159 pounds in 1957. In 1912 the per capital 
meat consumption was 145.9 pounds. During 1912 the percent of 
disposable national income spent for red meats was about 6 percent. 
By 1954, when the percentage had dropped to 5 percent, or a 16- 
percent reduction, the consumption was 162.8 pounds per capita. The 
grower took 16 percent less for 16 pounds more. 

1912 was included in the so-called parity period of 1910-14, which 
Congress, in its support price program, has considered ide: al, and a 
fair basis for farm parity for both producers and consumers. 

It might be argued that if this percentage were increased, the cost 
to the consumer w vould also be incre: ased ; however, that does not auto- 
matically follow as we see a tendency of the supermarkets to maintain 
retail prices of meat, regardless of the action of the live market, unless 
there are substantial live market breaks which cause comment. 

There were, of course, no supermarkets as known today in 1912 
practically all of the business was handled at corner groceries. The 
supermarkets in and of themselves, even with their volume, have not 
been particularly valuable to the livestock producer. 

A 50-year history, as shown by these percentages, and during which 
period both the prosperity and the health of the American consumer 
has substantially increased, should be a good criterion of what the 
present should be if we are going to maintain success and economic 
stability in the livestock industry. 

‘Before any long-range improvements seem possible in the adminis- 
tration of the Packers and Stockyards Act, two immediate actions are 
necessary. First, the Congress and the Secretary must. realistically 
direct their attention to the serious problems existing in the livestock 
industry. On the part of the Secretary, this requires the establish- 
ment within the Department of an aggressive, independent organiza- 
tion which can deal with these problems. On the part of Congress, it 
requires that appropriations be made of funds to enable this to be 
done. 

These problems have been given serious consideration by persons 
and organizations interested in the efficient administration of the 
law. From an organizational standpoint, it is believed by many per- 
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sons that many of the serious organizational defects could be cured if 
there were established, within the Department, a separate organiza- 
tional unit, comparable to the Commodity Exchange Authority, which 
would be charged solely with responsibility for admimistering the 
Packers and Stockyards Act. Such organizational unit should be 
headed by a person possessing certain qualifications, who would re- 
port directly to the Assistant Secretary of Agriculture for Marketing. 
It has been suggested that it would be desirable to appoint, as the 
head of this organizational unit, a person especially skilled in the 
administration of regulatory programs, such as that embodied in this 
important law. The net effect of this would be that there would be 
real top level understanding and appreciation of the problems which 
exist. The head of this organizational unit would be comparable to 
an Interstate Commerce Commissioner or to a Federal Trade Com- 
missioner, whose primary duties are regulatory in nature under their 
respective statutes. 

The person assigned to this task should not be encumbered by hav- 
ing responsibility for other unrelated activities, as is now the case. 
Until action along the foregoing lines is taken, there will continue to 
be confusion and uncertainty in the administration of the Packers and 
Stockyards Act, with authority vaguely divided between the Office of 
General Counsel, the Office of the Secretary of Agriculture, and the 
various offices within the Agricultural Marketing Service, including 
the Livestock Division, and the Packers and Stockyards Branch 
thereof. A comparable situation to the present would be for the Inter- 
state Commerce Commission to be buried in the Department of Com- 
meres and under the supervision of some one with many other duties 
who could or would choose to enforce certain laws and not others; 
who could decide who to favor and who to prosecute. 

The livestock industry produces about 30 percent of the national 
farm income, much more than any other single commodity, many of 
which have received much congressional attention and support. It 
is represented in every State and not just a few, as is true with tobacco, 
peanuts, and rice. The cash farm income in 1958 was $34,649 million. 
Cattle, sheep, and hogs produced $11,178 million, or 32.3 percent of 
that. Food grains, such as wheat, produced $2,781 million or 8 per- 
cent. Cotton and cottonseed produced $2,134 million, or 6.2 percent. 
When we consider the time and money spent on the so-called basic 
commodities and the neglect of enforcement of title IT of the Packers 
and Stockyards Act it is pathetic. The appropriation for the Packers 
and Stockyards Act enforcement, involving $11 billion income to the 
producers, is less than $1 million, and less than 10 percent of the 
appropriation for the Interstate Commerce Commission. The matter 
justifies some quick and close attention by Congress. 

Mr. Roosevett. Mr. Pexton, may I take this opportunity to thank 
you for what I consider to be one of the most instructive statements 
which have been made to this committee. I think all of us will be 
impressed, one, by the effort you have made to be completely factual, 
and particularly your effort to be constructive in the suggestions about 
what can be done about the situation, because any congressional com- 
mittee is always faced not only with listening to the facts of the situa- 
tion as it may appear to be, but what can we do about it. And to that, 
you have given, I think, some very clear and some very definite sug- 
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gestions. And I know that I speak for the whole committee in saying 
that we are very grateful to you for it. 

Mr. Pexton. I believe the law is there now. I don’t think it takes 
any more action of Congress except an appropriation. It is purely 
a matter of enforcement. It is just like a speed law. If it is not en- 
forced, what good is the law ? 

Mr. Roosevetr. Mr. Pexton, may I say that also is refreshing, be- 
cause too often I think the general ouiat-neh the general public 
but the individuals involved in a situation, want more law, when in 
actuality we probably have too much law. And, as you say, the en- 
forcement of the law is certainly as important as the writing of the 
law. 

I think you have brought that out well. And, of course, it will be 
the privilege of this committee to draw the attention of your state- 
ment directly to the Department of Agriculture. As you say, this is a 
matter of long standing, and we do not do so in a partisan sense. 

And I think also it will be our pleasure to communicate—we happen 
to have one member of our committee who is on the Appropriations 
Committee. And I assure you we will make every effort to see the 
proper subcommittee of the Appropriations Committee, as well as 
the Committee of Agriculture of the House of Representatives—and 
I am sure Senator Allott will take great interest in it on the Senate 
side—that these facts are brought to their attention. 

We are certainly grateful to you for the obvious time and effort you 
have given in presenting this statement to the committee. 

Mr. Pexton, it is our usual procedure to allow questions by the mem- 
bers of the committee and, those who are here as guests. Senator 
Allott, I know, has to leave before too long, so I am going to say, 
Senator, if you have anything you would like to say at this time, 
either in the way of comment or questions, we would be very happy 
to have you do so, sir. 

Senator Attorr. Well, not by way of questions, Congressman. 

I also want to compliment Mr. Pexton on the fine statement. But 
I just wanted to appear here and welcome this committee to Colorado, 
and also to hope that this great area in which we have had so many 
questions raised, we can start finding some answers and getting some 
solutions, because our people are very concerned, very perturbed about 
many situations in this field, and I am sure that your committee can 
be of very great assistance in trying to resolve some of these con- 
stantly and continually arising questions under this act. And not being 
a member of your committee, although I know you are very kind in 
offering me the privilege, I prefer to leave the questioning to members 
of the committee. 

Thank you very much. 

Mr. Roosevett. Thank you, Senator. We are very, very happy to 
have you with us. . 7 

Congressman Rogers, would you care, at this time, to make any 
comment? 

Mr. Rocers. With your permission, I would like to ask a bunch of 
questions, because as Mr. Moore and I are members of the House 
Judiciary Committee, and to us is assigned the question of the anti- 
trust laws and their enforcement. And you know, Mr. Pexton, back 
in the 1920’s, there was a consent decree entered whereby the meat- 
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packers agreed to stay out of the retail business. Many attempts— 
at least two attempts have been made to get that decree modified. I 
am wondering if in your opinion, if that was modified so that the 
packers may engage in the retail trade, it would improve the situation, 
or have you any thoughts in that regard ? 

Mr. Pexron. The conditions that the consent decree was supposed 
to cure have long since passed. It is just as reasonable for the four 
large packers involved to be in the retail business as it is for the 
retailers, or the chain stores, to be in the packing business. But, as- 
suming the consent decree was abolished, if the Government does not 
elect to enforce the law, then no one is benefited. The law must be 
enforced whether or not the consent decree is abolished. 

Personally, I think it might well be abolished, and enforce the law 
to each of them. 

Mr. Rogers. That is, you mean the decree itself should be abolished ? 

Mr. Pexton. I do, at this time; yes, sir. 

Mr. Rogers. Is that due to the fact as the packers themselves have 
alleged in trying to open up the decree that there are at least 17 large 
concerns that are slaughtering their own meat and marketing at retail ? 

Mr. Pexton. That is true; yes, sir. 

Mr. Rogers. And you feel that if one is going to do it, then they all 
should be able to do it? 

Mr. Pexron. As a matter of fairness, they should all be permitted 
to do it. 

Back when the consent decree was signed, the five large packers, at 
that time involved, handled a large majority of the slaughter of live- 
stock in America, and also a number of unrelated products. They 
owned stockyards. They owned terminal companies—all of which 
has been corrected. 

The thing that the consent decree was created to eliminate has been 
eliminated. But now has grown up a lot of conditions that I feel are 
just as bad or worse than they were then, that are not permitted under 
the Packers and Stockyards Act, title II,: as written. 

Mr. Rogers. Well, if the decree was modified, would you modify 
it to the extent that you would permit the packers to engage in retail 
of the common variety of groceries and other food items as well? Or 
would you confine their retail trade to that of meat alone? 

Mr. Pexron. Well, you are asking me a rather difficult question to 
answer without investigation. But I would say this: If a chainstore 
is entitled to be in the packing business, then a packer is entitled to 
be in the retail business, including unrelated items. 

Mr. Rocers. Now, one other question. You suggest that the Secre- 
tary of Agriculture give an assignment of a man to the livestock prob- 
lem alone. And you believe that: the Secretary now has enough au- 
thority that he could make regulations that would be beneficial to 
both the consumer and the pl oducer ? 

Mr. Pexton. I do; yes, sir. I think he has the authority. I think 
it is a matter of discretion on his part. He can set up, within the 
Department, as he has on commodity credits, and so on, a separate de- 
partment that would report directly to him, or the Under Beeiueaey, 
or some secretary of marketing, if he elected to do it. 
As it is, this is just—in the office building there, they go down part 


way, one of those little alleys on that tremendous building up there, 
that is three blocks long—— 
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Mr. Rogers. The Department of Agriculture # 

Mr. Pexron. Yes. And it gets practically no consideration within 
the total Department. ‘They have, for example, something less than 
100 employees out of 84,000 in the Department. And in this $11 bil- 
lion industry, that produces 32 percent of the farm income, it gets 
less consideration almost than the amount of money—I don’t know of 
anything I could compare it to that gets less. 

Mr. Rogers. Well, you point out that the Livestock Act passed in 
1920, and even before—the percentage of income to the producer has 
been reduced from 50 to 40 percent. I think you point that out. 

Mr. Pexron. Yes, sir. 

Mr. Rogers. And, at the same time, that there is a greater spread at 
cost to the consumer. 

Mr. Pexton. Yes, sir. 

Mr. Rogers. Now would you give us the benefit of your thinking as 
to what caused that? Why at the time we passed the act a certain 
percent went to the producer, now it has been reduced to 40 percent, 
and according to your stat ement it has cost the consumer much more 
And, as you point out, on one page—I think page 14—of your state- 
ment, the retail price usually has no relation to what the producer is 
receiving out at the stockyard. 

Now could you give us some idea of what brought about such a 
situation ? 

Mr. Pexton. Well, part of it, of course, is due to the things you 
pointed out—incre: ised tr ansportation, packaging, and so on. ‘The 
other, however, I feel, is due to the method of buying, and it acts to 
hold up retail prices, as is true, and it will be demonstrated later with 
figures, even though the livestock market breaks—we find this. The 
retail outlets don’t desire to vary their prices. If they are getting a 
certain price for steak, let’s say $1.20, or a certain price for lamb 
chops, or a certain price for pork chops, they want to maintain that 
on a long-term period. And even tthough we have what we term sub- 
stantial breaks in the live market—and a substantial break I would 
call a couple of dollars a hundred, which, on a dressed basis is 4 cents 
a pound—you don’t see any change in the retail prices. And that 
tends to hold down consumption. 

If prices were broken, and consumption went up, then automatically 
your farm price or market price would go up. At least, that has been 
the history for 50 years. 

Mr. Rogers. One other question. 

There have been statements made to the effect that there is a coopera- 
tion between the retail merchants as to the maintenance of price, re- 
gardless of what it costs. Have you any evidence of any agreement 
among them that they do that ? 

Mr. Pexton. I have no evidence of any kind of collusion or anything 
like that. I think they watch each other’s ads. It isa good deal like 
in 1952, or, rather, in the latter part of 1952, and early 1953, livestock 
prices were breaking very severely. But retail prices were not. That 

was following the latter’ part of the control period. And the ceilings 
that had been set by the Government for the war period were being 
used asa floor. For example, on steak it was about $1.29 a pound. 

Well, then, as the market broke, marketings picked up, and the 
market went down because the retail price did not break, consumption 
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did not go up, and therefore we were building up a tremendous sup- 
ply or surplus of beef and other meat products. 

It just happens that I went to the President about this, to get con- 
trols on meat removed before the expiration date, which was April 30. 
And this was about February 10. And I asked him for goodness’ 

sake to take the controls off of meat, so that supply and demand would 

rule. I used these same figures that I have given the committee there, 
endeavoring to prove to him that if we got retail prices down, con- 
sumption would go up. And I think very fortunately he listened to 
us. 

At any rate, he took the controls off February 10. Immediately com- 
petition was created among the retailers, the prices broke about 35 
percent, the price of livestock went up, in the case of cattle, within 4 
months $5 a hundred, it kept a lot of small businessmen—that is what 
a livestock feeder and producer is—from going broke, and also a lot of 
banks. 

Now I am not accusing anybody of collusion—either the buyers of 
the livestock or the sellers of the meat. It is automatic, for example, 
a division of territory, where a packer is going to buy direct—they 
won't all go into one district and compete with each other, and neglect 
another district. And that is done without collusion. As we view 
direct buying of livestock throughout the country, one packer will 
have one certain area, another packer will have another area. And 
that is no collusion at all. That is simply human nature working. 
And it will exist as long as such direct buying is permitted. 

Mr. Rogers. One other question. You are familiar with the charges 
made that some of the large retailers have great storage capacity for 
storing of meat. And, as you pointed out a moment ago, if they had 
a certain grade and type of meat advertised for sale at a certain price, 
they continue it until they have disposed of it. 

Now do you know of any evidence where any of these retail outlets 
kind of rigged the market, so to speak—they would know when a 
packer has bought a certain number of cattle, killed them, he has filled 
up his storage house, and has got to dispose of them, that they wait 
until a certain time, and then deal with him as to price? Do you know 
of any instance of that type ? 

Mr. Prxton. Well, Met I know about it is, of course, hearsay. 
When I am told these things—and I have heard lots of them—the 
people that tell me are not under oath, and the committee can get it 
under oath. 

I am so informed that certain stores will take bids, for example, 
on Thursday, for the weekend or the following week’s supply. And 
they ask for bids from all the packing plants that may have meat 
for sale. And there is an inclination there, of course, under that 
condition of selling, to get their pencils out. 

I have been informed that once in a while they will skip a packer, 
even though he might be down at the bottom, aie him on purpose, 
to show him where he would be if he didn’t get his pencil out. 

So the next week, he is inclined to reduce his bid again. The only 
place he can take it out—he can’t take it on his employees, he can’t 
take it on the cost of taxes and various things on his property—the 
only place he can get his money back is off the livestock producers. 
And he does it by coming out and breaking the market. 
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Mr. Rocers. In other words, it is the producer that suffers ? 

Mr. Pexron. It is the producer that pays the bill, yes, sir. 

Mr. Rogers. And the consumer gets no benefit ¢ 

Mr. Pexton. That is correct. 

Mr. Rocers. Thank you, Mr. Pexton. I am sorry to take up so 
much of the time. 

Mr. Roosrveur. Mr. Rogers, we are delighted to have had you ask 
these very pertinent questions. 

Mr. MacIntyre, do you have any questions? 

Mr. MacIntyre. Ido, Mr. Chairman, if I may. 

Mr. Roosevetr. Before you proceed, may I introduce our colleague, 
Mr. Brown, from Missouri. 

Mr. MacIntyre, will you proceed, sir? 

Mr. MacIntyre. Mr. Pexton, in your statement you have spoken 
about the matter of price manipulation. And, in that connection, 
you have referred to a section in the Packers and Stockyards Act 
which in your opinion prohibits price manipulation. 

Will you eaglein what you think amounts to price manipulation in 
this bypassing of the market and the pricing in the bypassing ? 

Mr. Pexton. Well, by purchasing direct from the feeder, the 
packer is able to withhold his demand from the price basing market. 
That is, if he has got several hundred head of cattle on hand that 
he has bought later in the week, and has them available for slaughter, 
there is no necessity for him at all to show up on the market on Mon- 
day morning, when the concentration of receipts exists. He can stay 
off the market until he elects to come on, either late that day or per- 
haps the next day. And, of course, there is a psychological effect 
upon the grower and his agent. If nobody shows up to buy it has 
a natural weakening of the market. If everybody is out there at 9 
o'clock in the morning, as they would be if they didn’t have these 
country purchases on hand, then they would be asking stronger prices. 
But the whole process, the w ay it works, is to weaken the market, 
and show the grower or his agent that there is no necessity for them 
to have any cattle at all, or hogs, for that matter. And it auto- 
matically results in a lower mar ket. 

Mr. MacInryre. Then we are correct in our understanding, if we 
accept your testimony, to mean that if there is a substantial factor in 
the market who is bypassing the competitive market in direct buying, 
who, in so doing, establishes a price to his own making, and not on the 
market, and it results in other marketers meeting that price, different 
from that on the market—that in your opinion is a manipulation of 
prices ? 

Mr. Pexron. That is a manipulation of prices, and it is a violation 
of the present law. And it doesn’t take collusion or anything like 
that, if it has that result. It creates a lot of practices, too. 

Now, the Secretary of Agriculture has provided very stringent rules 
and regulations for the operation of the terminal markets. And that 
is as it should be. One of them, for example, is that the livestock must 
be settled for on a basis of the sale weight taken immediately usually 
right after the sale. There can’t be any so-called pencil shrinking on 
that. 

When they go to the country, they will normally buy this livestock 
for about a 4- percent shrink, weighed up at 7 o’clock in the mor ning, 
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which is the lowest weight time you have on livestock in a feedlot, 
because they have been laying down all night, and it is before they 
have had a drink or anything to eat. 

Now, it could be bought just the same with a price discount as a 
weight discount. For example, 25,000 pounds of cattle shrunk 4 per- 
cent is 1,000 pounds. If they bring 25 cents a hundred—25 cents a 
pound, rather, as is about the current price, and you shrink that 4 
percent, it is $24 a hundred. 

Now, let’s assume that the market basing price upon which this 
country sale is made is $25.50 to $26. They can buy the cattle for 25 
cents if someone else is paying the freight and so on, or the market 
price, if the grower is still paying the freight—where they couldn’t 
buy at $24, if you follow me. But they can buy at 24,000 pounds for 
25,000 pounds of cattle. 

Now, those are things that didn’t use to exist, but have now since 
grown up under the condition we have today. 

Mr. MacIntyre. Such artificial pencil shrink weighing practice 
then is, in effect, one method of manipulating the net price / 

Mr. Pexton. It certainly is. It just takes off 4 percent of the net 
price the grower gets. 

Mr. MacInryre. And that is one of the things, in your opinion, 
that the Secretary of Agriculture was talking about when he referred 
to weighing practices other than those in effect at terminal markets, 
referred to on page 9 of your statement? 

Mr. Pexron. We can't do that. And I think we are going to be 
forced to petition him to abolish the rule to us, unless he is willing 
to put a like ruling in the country. Because the cattle—assume they 
yield 60 percent on live weight, on those bought on the market—if 
they are bought in the country on this basis, they will uniformly yield 
114 to 2 percent more, which means about $200 a car difference. And 
the markets can’t compete with it. 

Mr. Avery. Mr. MacIntyre, would you yield just for further com- 
ment at this point ? 

Mr. Pexton, just to keep the record absolutely clear at this point, 
basically I am in agreement with you. But you would agree in ref- 
erence to this shrink that frequently those cattle are weighed at a 

oint closer to the feedlot on country buying than when they may 
ave had to ride 400 miles or more on the train or in the truck to 
go to the central market ? 

Mr. Pexron. They are weighed closer, yes. But that doesn’t indi- 
cate necessarily that the shrink is a great deal less. 

Mr. Avery. But it is some less? I mean to keep the record com- 
plete at this point, we ought to bring that in? 

Mr. Pexton. But when they come to the market they are filled, 
fed, and watered, and when they are weighed at this end route point, 
they don’t get any fill and water. 

Mr. Avery. In theory, you are absolutely right. 

Mr. Pexton. Well, in fact. 

Mr. Avery. Yes, sir, but I am sure you have seen the market a 
little slow some days, and the weather is cold, and they won’t eat and 
drink, and the packers wait—they go to lunch and then come back. 

Lae Pexton. If they are filled up with direct buys, it is always 
slow. 
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Mr. Avery. But on occasions it has been filled up from just a packer 
vacation, too, hasn’t it ? 

Mr. Pexron. Y es, the conditions here are just the same as at Kansas 
City. 

Mr. Avery. I just want to keep the record complete. 

Mr. Rocers. That is where you get the word “watered stock.” 

Mr. Pexron. Yes. But, of course, if they are all watered, the basis 
is equal. 

Mr. MacIntyre. Mr. Pexton, you have discussed at length, of 
course, the functions of the stockyards as a public facility. W ouldn’t 
it be somewhat correct to say that it is in fact a public utility, it is 
under regulation, just as about other public facilities which are re- 
garded as public utilities ? 

Mr. Pexton. I think we are under more regulation than a great 
many public utilities. In fact, I know we are. 

Mr. MacIntyre. And the real purpose is to provide, not only the 
producer, but buyers, with a competitive market ? 

Mr. Pexton. That is true. 

Mr. MacInryre. Where the forces of sellers and the forces of 
buyers can come together and bring to bear on each other the forces 
of competition ? 

Mr. Parton: That is absolutely correct. We are just practically 
the same as the New York Stock Exchange, only located adjacent to 
the producer, where he can get to conveniently, and where the packer 
can, too—whether he is a distant packer. We sell livestock here to be 
slaughtered in New York or in Los Angeles, or Seattle, or Portland, 
clear across the country. It is a place where you can centralize the 
demand, and also centralize the product, and let full competition 
work. 

Mr. MacIntyre. Now, we were referring a few moments ago to 
provisions of the Packers and Stockyards Act. In that connection, 
I want to direct attention to subsection (e) of section 202 of title IT. 
You made reference to that. It prohibits and makes unlawful the 
action of anyone and the engagement of anyone in the course of busi- 
ness to do any act for the purpose or with the effect of manipulating 
or controlling orices in commerce, or of creating a monopoly in the 
acquisition of, buying, selling, or dealing in any article in commerce 
or of restraining commerce. 

Are we correct in our understanding that you believe that this price 
manipulation to which we referred a little earlier is in violation of that 
provision of the law? 

Mr. Pexton. Absolutely. The act uses the word “affect”, and any- 
thing that affects the price adversely is contrary to the present pro- 
visions of the law. 

Mr. Rocers. Now, is that the basis on which you believe that no other 
law is necessary ? 

Mr. Pexton. That is true. 

Mr. Rocers. To correct this situation ? 

Mr. Pexton. Mr. Congressman, I think there is plenty in the law 
currently, if it is enforced. If they—if the Department would en- 
force the law off the market to the same extent as they do on the mar- 
ket, these things could be corrected. 

Mr. Rocers. You say off the inarket. How far off the market ? 
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Mr. Pexton. I don’t care how far. The act now applies to all coun- 
try traffic, all the way from Maine to California, and Key West to 
Seattle. And I don’t care how far off the market. Let us have the 
same kind of rules and regulations that you have in baseball all over 
the country. A fellow doesn’t get four strikes in Seattle and only 
two in Florida, you know. 

Mr. Roosrvetr. Mr. Pexton, could you cite specific examples of the 
lessening of competition in buying that you referred to? 

Mr. Pexton. Yes; I certainly can. We are going to have some peo- 
le later that will give more examples of cause and effect. But one, 
‘or example, one case here, is the American Stores of Philadelphia 

have a plant at Pueblo. They slaughter there from 80,000 to 100,000 
cattle. Probably three-fourths of those are bought in their own trade 
territory down there, which would be along the Arkansas River. 

Mr. Avery. Isthat a year? 

Mr. Pexton. Yes; I am talking annual figures. They used to pur- 
chase at Denver, on our market, about 25,000 fat cattle a year, or 500 
a week. And that is a pretty good demand on the market. And they 
would come in Monday morning, and their competition would be felt, 
and they are part of the factors of doing it. 

They have begun to reduce that buy at Denver, and it is now down 
to less than 2,000 a year, or, I think, up to September it was about 1,100 
a year. 

“When this demand began to go down, we went to Pueblo, and visited 
with the manager there to see if either the cattle or the service on the 
market was the reason for this, and he said the cattle were satisfactory 
and the service was satisfactory. 

Later, the present president of our company went to Philadelphia 
and talked to thep resident of that company, and got more or less 
the same answer. 


Now, the implication is, at least, that when they permitted their 


demand to exist on the Denver market, they raised the price, both on 
the market and off the market, on their purchases related to the market. 
And for them it would probably be good business to stay off the market, 
and keep the price down, and purchase their cattle as cheaply as they 
could. 

But I say that under the present Packers and Stockyards Act, the 
effect of that—now, they went beyond Denver, they didn’t buy in 
their local territory, but they went on north, beyond Denver, to points 
where we had been getting fat cattle from, to growers who had been 
customers of ours, and they bought those cattle, and they knew both 
their yield, their quality, and the way they would grade. They picked 
out the best cattle up there. They purchased those at home, paying 
sufficient amounts to get them—it might be only a nickel or a dime 
more. But it has always worked out that way, both in the case of 
cattle and sheep. They intercept the choice cattle or the best cattle 
in the country, and permit the mediocre livestock to come to market, 
to set the basis for, again, for the purchase of choice cattle in the 
country. 

In the case of lambs in Idaho, we are operating the Ogden market, 
and it has been quite a lamb market. It is the main market for Idaho. 
There has been a great development up there of direct buying. We 
still get a certain amount of lambs in Ogden. But we only get the 
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mediocre lambs. The choice lambs have been intercepted by various 
packers, and they let the mediocre lambs come to market and set the 
price, and then they go to the grower and offer to pay him a dime more 
than the related price at Ogden for the choice lambs based on medium 
lambs. 

Mr. Roosrvert. I think you have answered my second question, too, 
which was going to be, What are the reasons why the packers are buy- 
ing direct rather than on the price basing market? Would you say it 
was a fair conclusion that the main reasons are that this is in effect a 
price manipulation, which gives them a price advantage? 

Mr. Pexron. Of course it is. I have visited with many packers all 
the way from New York to Los Angeles, of why they didn’t buy on 
the markets, and bought in the country, and trying to get orders for 
our market. I have never yet been told by any packer that it was 
cheaper to buy in the country from an employee cost standpoint. The 
buyer cannot buy as many. He has to have an automobile. He has to 
pay hotel bills, and so on. So the plain buying cost in and of itself 
is much more in the country than to fill his orders on the market. 
There has got to be some other reason why they leave the market and 
goto the country. And the reason is because it affects the price. 

Mr. Roosgvetr. You believe that the law is there that would pre- 
vent that, if it was enforced ? 

Mr. Pexton. Iam inclined to think so. 

Now, I am pretty sure it would be contested in the courts. And 
what the decision of the U.S. Supreme Court would be I don’t know. 
In the Board of Trade case in Chicago, they would say you can’t do 
that. We had another case there they said maybe you can do it. But 
if it is not there, then Congress could amend the act. 

Mr. Rooseverr. And obviously it becomes the duty of the proper 
committees of the Congress to do whatever they can to see that as 
early as possible a test case is made, and be prepared, should the deci- 
sion be adverse, to take proper steps ? 

Mr. Pexton. Things are going so bad, I am very frank to say, if I 
owned probably the Denver market personally, I would be very in- 
clined to close it up and sell the land for some other use. It has 
become quite valuable land. It is only about 214 miles from down- 
town here. There are going to be some of these closed up. They have 
already closed San Francisco. I wouldn’t be surprised if Santa Fe 
who happened to own the Los Angeles yards, would find better use 
for that land. 

You get into a vicious circle on ratemaking. You can only go 
so high on the rates, and I think we are as high as we can go now, as 
far as our company is concerned. So we have to take what rates we 
get on what traffic we get. And if we begin to operate at a loss, there 
is no option, except to close the place up. 

Mr. Roosreveur. And once they are closed up, we have removed a 
competitor. 

Mr. Prexton. You have removed all competition. And then they 
will go to some more distant point, which may be the Missouri River 
or Chicago, to get their price. But there must be a price basing point. 
There is no livestock sold in the country that is not based on some cost 
basis somewhere. 

If feeders sold direct in the country, contracted some time before 
delivery date, maybe based on an estimated fall price—that is, if they 
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are contracted in June for October delivery—but feeders sold in the 
country right now, along with fat cattle, are based on the market. 

Mr. Roosreverr. Are there any other developments, Mr. Pexton, 
which apparently encourage packers to buy direct rather than on a 
price-basing market, as they have in the past ! 

Mr. Pexton. Well, of course, the competition with each other, the 
desire to get lower costs in order to compete under the buying methods 
of certain chainstores and others, all have a very adverse effect upon 
the market. It is human nature to buy as cheap as you can. And 
that is why a packer buyer isemployed. He is judged on his buying, 
and how cheap he can get the cattle. He is never complimented on a 
high buy—by that I mean if he pays too much, as you well know from 
your experience. 

Mr. Roosrvetr. Mr. Pexton, if the backward integration system 
should be eliminated, and we should go back to the prior system of an 
independent packer, can you see any harmful effects to this economy by 
going back to the older system, where we had more direct competition ? 

Mr. Pexton. No,I can’t. Youstill have your transportation—that 
is still the same—because your packing plant is adjacent to the market. 
In our case, if they are sold on the market, it is a short drive to the 
packing plant, and it saves the packers from having large storage 
facilities. Normally, there is a commission involved, too. In many 
cases there is a marketing or yardage charge involved. There is no 
saving there by the present versus the former method. But there is 
a grave and great destruction. And we are going to get into an inte- 
gration, it seems tome. Now, your comparative price on poultry now 
is only 51 percent last September. That is where you have got com: 
plete integration, as you are probably familiar with. And poultry 
keeps going down, down, down. The country price of chickens in 
September 1 was 14 cents, or 51 percent of parity. Hogs were 70 per- 
cent of parity, which is your greatest direct buying in the red meat 
business. 

Mr. Roosevett. In other words, what you are basically getting to 
eventually is a system of real monopoly control, with no competitive 
conditions of any kind? 

Mr. Pexton. There will be absolutely no competition. 

Mr. Rooseveit. Senator, I am sorry I didn’t see you come in. We 
are very happy to have Senator Carroll with us, and we appreciate 
your coming. Senator, we have had questions from Senator Allott, 
from Congressman Rogers. I know you probably have not had time 
to read Mr. Pexton’s statement yet, but if you have anything you 
would like to tell us we would be glad to hear it. 

Senator Carroty. Perhaps I will reserve my closing argument. 

Mr. Roosrvert. Fine. Then I will ask Mr. Moore if he will proceed 
with his questions at this time. 

Mr. Moore. Mr. Pexton, I would simply like to indicate that as far 
as myself, as a member of the committee, that your statement is con- 
clusive enough, and the responsibility, I believe, is now ours. 

I would like to ask you whether or not in consideration of your 
citing what you believe the relief to be within the present structure of 
the law—whether or not any direct approach or appeal has been made 
to the Department of Agriculture to enforce this section, however 
futile it may have been, and what response you have gotten. 
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Mr. Pexton. We have been trying for 20 years; yes. And the last— 
of course, the law had to be amended to include all country trans- 
actions. As originally passed, it didn’t include country traders, and 
so on, although title IT read just the same as it does now. But we 
never could get anything done. Ever since the passage of the act, 
there has been a disposition within the Department to have no control 
or supervision of packers, and to centralize all of their effort on the 
terminal markets. And that is so stated in this statement of April 
1957 of the Secretary. 

Mr. Moore. Would you say that we have reached a point, a danger 
point, in this business that, if this committee was to draw this to the 
attention of the Department, that we are in a better position, argu- 
mentatively speaking, to ask for enforcement of this title II than 
past years # 

Mr. Pexron. I think you are—yes; I think it is getting worse all the 
time. And the Secretary is not unfamiliar with it. 

Mr. Moore. Now 

Mr. Pexron. But we have never been able to persuade him. And, 
when I say “Secretary,” I am talking about Benson and Brannan and 
Anderson, and going back for a long time. 

Mr. Moore. The individuals you mentioned sometimes are more 
sensitive to the persuasive spirit of Congressmen than are the lay 
person. So maybe we can help you in that regard. 

Mr. Pexron. Iam sure you can; yes. 

Mr. Moore. Now, you have mentioned that American Stores have 
an operation in Puebio, I believe. 

Mr. Pexton. Yes, sir. 

Mr. Moore. Has there been any other operation you can point to 
which points up backward integration, naming names and getting 
down to specifics 

Mr. Pexron. We have; National Tea has a packing plant here. 
And they also have a feedlot, and they buy good numbers of their 
cattle direct. 

Mr. Moore. Let’s take National Tea, and their buying practices. 
What percent of the market have they previously had in the Denver 
market ? 

Mr. Pexton. National Tea? 

Mr. Moore. Yes. 

Mr. Pexron. I can’t give you those figures. 

Mr. Moore. They have withdrawn completely ? 

Mr. Pexron. No, sir. They are still fair buyers on the market, 
which we, of course, appreciate—consider ably more than the case of 
the American Stores, who have practically eliminated their buy here. 

Mr. Moore. Well, then, into the chain operations, generally what 
percentage do they reflect of the overall buy on the Denver market ? 

Mr. Pexton. You mean the chainstore managing plants and not 
the meat that might go to chainstores ? 

Mr. Moore. That is right. 

Mr. Pexron. Currently, I would say probably 10 percent. That 
might be a little high. 

Mr. Roosrvetr. Will my colleague yield for a brief question ? 

Would that 10 percent, however, be a much greater proportion in 
their probable effect on the market than the 10 perce nt as far as—— 
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Mr. Pexton. Oh, yes, any additional demand on the market—even 
a man that walks down the alley and looks like he is in the market, he 
is always a help to it. 

Mr. Moore. Even if he is just looking? 

Mr. Pexton. Yes—just shows a little interest. 

Mr. Moorg. Well, that 10 percent figure, Mr. Pexton, how would 
that compare over the years? 

Let us take that figure 6 years ago. I don’t know whether that is 
a significant period as far as these practices or not. But is that figure 
materially reduced ? 

Mr. Pexron. Well, 5 years ago, including American Stores, our 
demand from, let’s say, chainstore plants, was quite a bit higher than 
currently. 

Mr. Moore. Then if these practices continue to be dealt in, that 
figure could conceivably drop to zero, or perhaps reduce somewhat 
from the 10 percent figure—never probably to zero—to avoid probably 
the complications that would set in asa result ? 

Mr. Pexton. That is true. 

Mr. Moore. I have no further questions. 

Mr. Roosrvetr. Mr. Avery? 

Mr. Avery. Thank you, Mr. Chairman. I have several things to 
say—part of them might be in the way of questions and some com- 
ments. But I presume it would be in order at this time. 

Mr. Pexton, I have followed your statement very carefully. And, 
of course, you are talking about a business in which I have been 
engaged all my life. And I certainly share your feeling for the 
producer. I am not not sure I am quite as sympathetic to the plight 
of the stockyards company as you are. I might say that your public 
relations throughout the years have been a little like the railroads in 
the United States. For a hundred years, almost, you were slightly 
arbitrary in some of your public relations and some of your treatment 
of your customers. And then because you got competition you sud- 
denly have become considerably more sympathetic to the point of 
view of your customer which is almost identical to that of the rail- 
road, and that is the producer, the livestock man. 

But, nevertheless, I think you probably have not separated the prob- 
lem from the producer as clearly as I would like to from the problem 
of the stockyards company. 

Now, you and the producer certainly have a common interest in 
maintaining an open, free, and competitive market, because that is 
the basis for about all livestock sales. I couldn’t agree with you 
more on that. 

I don’t think you have been entirely fair to the producer in point- 
ing out only that the advantage of direct buying has accrued to the 


packer or to the chainstore operator, as the case might be, because . 


you get into the whole picture, soon marketing costs are eliminated 
to the producer on a direct selling basis. 

Now, you would agree to that; would you not? 

Mr. Pexton. No, I won’t say they were eliminated. They are 
changed. All you do is change them from one pocket to another. 

Mr. Avery. Well, that is a point of view, of course, and it would 
depend upon where the producer lived. When you talked about 
American Stores going up north of Denver to buy, I would certainly 
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agree with you. When you talk about the producer, the cattle feeder 
down in the Pueblo area, I don’t think I could agree—because cer- 
tainly his costs of marketing, without a commission, without trans- 
portation costs, on a direct sale to Pueblo would be less than hauling 
the livestock up to Denver, paying the yardage fees, the commission 
company’s fees, and hauling it back to Pueblo. 

Mr. Pextron. You are right. 

Mr. Avery. But, on the other hand, I want to reiterate that I agree 
with you we both have a common interest in maintaining this open 
and competitive market. 

Now, on the curative side of this—and I don’t want to belabor this 
point unduly—I wasn’t quite sure, Mr. Pexton, whether you were pro- 
posing that all country buying and direct buying become eliminated, 
or whether it becomes regulated ? 

Mr. Pexron. I am proposing that it become regulated—that the 
same rules of practice sail y at each point. 

Now, in the case of Pueblo, I know people that would be glad to 
put a market in at Pueblo if there would be any business, and there 
used to be one there. It wasn’t much of a market, but still they did 
sell some business. These auction sales all up and down the valley, 
and I look at an auction sale—I am not a person that criticizes auc- 
tions. That is another kind of a terminal or central market. 

Mr. Avery. Say that again. 

Mr. Pexton. An auction is another kind of a central market, where 
they sell at auction rather than sell at private treaty. As I see it, this 
is no change. And these auctions all up and down the Arkansas Val- 
ley—there are auctions over in the San Luis Valley, where the Ameri- 
can Stores purchase. 

Mr. Avery. Well, I don’t believe you quite completed your observa- 
tion there. You said you wanted everybody to play on the same rules. 

Mr. Pexton. Yes, sir. 

Mr. Avery. In other words, let’s develop that a little bit further. 
You were suggesting—I assume, then, country buying not be pre- 
cluded, but all buying would have to be on the same basis upon which 
it was done in the yards. 

It seems to me that would be pretty difficult to police, wouldn't it? 

Mr. Pexton. Well, of course, it is difficult to police speeding, but 
the mere fact you have some rules, and there might be a cop around 
occasionally, keep most people under the limit. 

Now, they have put in a lot of practices in the country that are not 
——— on the market. In northern Colorado up here, first they 

1ave got the pencil shrink. Now they want to deduct for grub hides— 

if there are any grubs in the hides. They want guarantees on absessed 
livers. They want guarantees against bruises. They, in effect, want 
to buy almost everything subject to post-mortem examination. And 
that is what will happen if and when the central market expires. 

Now, on the market you come there and buy and they cross the scales, 
and that is it. And if one of them is condemned, that is the packer’s 
hard luck. 

Mr. Avery. Unless he buys subject 

Mr. Pexron. Yes. And he can only do that in the case of a cripple, 
or a cancer, or something like that. They are beginning to do that 
in northern Colorado, coming here. And I know of some very large 
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refunds that have been made to the packer because of some of these 
things, or because they didn’t yield like the packer thought they 
should. We can’t guarantee yields. In effect, in the country, they 
can guarantee yields. Some of them are being sold now to a rail grade 
and yield basis, and, of course, that is just putting the market out of 
business. 

Mr. Avery. And the seller, under present circumstances, would have 
no recourse, except just to accept what the packer told him was the 
yield on grub hides and liver, andsoon. If he went to look he wouldn’t 
know whether those were out of his cattle 

Mr. Pexton. No, they could show him a bunch of livers that came 
from other cattle. 

Now, part of these rules were put in at the market, by the market, 
itself, by the exchanges, and were later adopted by the Secretary of 
Agriculture as being good rules. 

In the country—now you are talking about your public relations. 
I am familiar with Kansas City. I think our public relations were 
perfect about 3 years, and I became very vociferous on some of those 
things. And now they are not so good. But I have got some of the 
very best friends that I have that used to be good patrons, that have 
since started buying and selling direct. I have tried to get them to 
come back to the market, trying to point out these things, pointing 
out that they insure everything—they have got it against fire, theft, 
collision, and everything—except the outlet for their livestock, which 
is the most necessary thing to them, and they won’t spend $10 a car to 
insure that. 

Well, I have had cases where a man has been selling direct, and 
comes to market. He cannot get the same fellow that he was selling 
direct to to bid on his livestock. He passes him up. It creates a fear 
on his part if he does come back to the market that he is going to be 
penalized. He gets more or less at their mercy. And these are facts 
and not hypothetical cases. 

Mr. Avery. Just one more point I would like to comment on. 

There is a new factor in the packing industry developed in the last 
2 or 3 years, as I see it and I haven’t seen any figures on this, it has 
just been my own personal observation. That is the dissemination of 
the packing industry. 

Would you not agree that the major packers are processing a lower 
percent of the meat than they did even 5 years ago, and that differen- 
tial is being taken up by small independent packers that supply a local 
community, again eliminating the transportation cost to a central 
market and back into a local area? 

Mr. Pexton. Well, there has been a development, of course, in the 
packing business—not to the extent, however, I don’t think, that you 





imply there, of eliminating this movement to a central point and . 


back. 

We don’t have any more packing plants in Colorado than we had 
10 years ago, except one is now building at Greeley, Colo. The plant 
at Greeley will largely kill for New York, and wouldn’t eliminate any 
transportation to speak of. Livestock right around Greeley will have 
a shorter haul into the plant, but that won’t supply them. They will 
have to be hauled into Greeley instead of Denver. 

In Kansas, you had the plant close up at Topeka. 

Mr. Avery. Kansas City, too. 
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Mr. Pexton. That is right. Swift is moving out of Chicago now 
and building a new plant at New Rochelle, Ill. ra 

Well, I don’t know whether it is transportation or whether it is some 
other factor. I think maybe labor conditions, one thing or another, 
would have a bearing on it. But usually these plants get organized 
other places, and they get organized by the same butchers union that 
is organized in Chicago. 

Mr. Avery. Well, the plant I am talking about is not in that volume 
of processing, Mr. Pexton. It is killing maybe a few hundred head a 
day. And probably they wouldn’t have come to your athenaee fee 
cially the ones I am familiar with. One at Hutchinson, Kans., for 
instance, I am thinking about. 

The point I am trying to make is it seems to me they fill a certain 
economic need within a trade area. But in the end result, of course, 
it would have a distressing effect on your open and competitive market 
here, because regardless of their earls practices even though they don’t 
participate in any of the undesirable trade practices, they do keep 
cattle off of the open market. 

Mr. Pextron. You would eliminate a lot of transportation. Hutch- 
inson used to be supplied out of Wichita and probably out of Kansas 
City. And the closest point would be Wichita. And that would be 
a pretty short haul, whether they went—particularly on a truck. 

Mr. Avery. If you are on a pretty close margin, though, it still is a 
significant part of the farmer’s profit. 

Mr. Pexton. Well, he has lost so much more under these practices 
than that small percent of transportation—10 cents a head on transpor- 
tation, or 10 cents a hundred, is quite a lot. And in this, I think the 
building of the Denver market here to the feeders in northern Colo- 
rado, who—we slaughter out here around 800,000 a year—has meant 
at least a dollar and a half a hundred on average weight of 1,000 
pounds, or $15 a head times the cattle is $12 million. Now all the 
money we collect is a very small percentage of that. And if and when 
we close up, they will lose the $1.50 a hundred. They didn’t get it 
until we got the slaughter here, and got the freight rates down where 
they could afford to pay it. 

Mr. Avery. What percent of the cattle handled by the Denver 
market are fat cattle, as opposed to stock and feeder cattle ? 

Mr. Pexton. We are currently handling about 800,000 a year, of 
which about 250,000 are feeder cattle and 550,000 fat cattle. 

Mr. Avery. That would be about a third, approximately, are stock 
and feeder cattle. Have those figures remained in about that same 
proportion throughout the years ? 

Mr. Pexton. Well, before we had slaughter, we didn’t get our 
freight rates lined up until about 1941. Prior to that time, when our 
receipts were about half what they are now, we were largely a stock 
and feeder market, let’s say 80 percent. : 

Mr. Avery. Until about 1940. And the packing industry has 
pretty much developed in the Denver market since 1940? 

Mr. Pexron. Yes. We didn’t have freight rates that would permit 
competitive movement, and it was finally about 1941 we got them 
adjusted. 


Mr. Avery. Are you saying that you preempted those fat cattle out 
of the Kansas City market ? 





1098 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


Mr. Pexton. No. We developed feeding out here. You don’t pre- 
empt anything from Mr. J. Dillingham or anybody else on the Mis- 
souri River. 

Mr. Avery. Thank you, Mr. Pexton. 

Mr. Pexton. Because of the development of the slaughter in this 
area, we have increased the fattening of cattle in our area three or 
four times. 

Mr. Avery. Thank you, Mr. Pexton, for your assistance to the 
committee. 

Mr. Roosevett. Mr. Brown ? 

Mr. Brown. Mr. Pexton, I read a statement last night. I have 
forgotten who made it. But he contends the producers’ economic loss 
from the decline in values of poultry and livestock during the last 4 
months was far greater than the $21, billion loss in profits and wages 
from the steel strike. Is that an accurate statement, in your opinion ? 

Mr. Pexton. In 4 months, you say ? 

Mr. Brown. Yes. 

Mr. Pexton. Well, that would be about nip and tuck, I would say. 
It is around that figure. The way the price of hogs has gone, and cattle 
has gone—of course, poultry isn’t worth anything any more, due, I 
feel, to integration. 

Mr. Brown. So at least it is a loss that could very easily have been 
headlined as much as the steel loss. 

Mr. Prxton. Yes, sir. 

Mr. Brown. Is it your opinion that the shenanigans that you have 
described have forced the market lower than it should have been un- 
der true, pure, supply and demand ? 

Mr. Pexton. I think it is very much lower than would have been 
under the old conditions of true supply and demand, yes, sir. 

Mr. Brown. Do you feel that there is enough of a problem here 
that the Congress should consider a genuine public market accessible to 
producers wherever the supply justifies, and by that I mean a market 
that would be policed by the public interests? 

Mr. Pexton. Yes, sir; I do, I think it is highly important, with 
this industry producing what it does—the American economy and 
the farmer. When you figure the amount of money that has been 
spent on wheat and wheat supports, that produces only about 6 per- 
cent of the farmer income and here is something that produces 30 per- 
cent—I am not arguing in favor of central markets as an investment 
for somebody. I won’t be here very much longer anyway. It doesn’t 
bother me. And if it failed entirely, it would only be a small part 
of what the grower would lose per year. 

It is something the Government should do something about. And if 
they finance, let’s say, elevators all over the country, they could finance, 


build, and supervise a public market that would give you a true com- 


petitive condition, even at Pueblo or Hutchison. You have a good 
auction at Hutchison. You have a market close by. You have a 
good market at Dodge City, another one at Garden City. I don’t 
want to put all the auctions or anybody else, or all the packing plants 
out of business. But I don’t think there has ever been an antitrust 
investigation yet that didn’t hurt somebody, including General Motors 
and Dupont, or including the National Packing Co, And if you are 
going to listen to all the objections you get, say, to the pencil shrink 
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basis—and you are familiar with that—there is no difference between 
shrink in weight and shrink in price. They can shrink the price as 
well as in weight. Then the grower can compare that with the Wichi- 
ta price or the Kansas City price, and tell whether he is getting a fair 
deal or not. 

Mr. Brown. Mr. Pexton, consumer studies reveal that with the ex- 
ception of seasonal demands for different red meats and poultry, and 
so forth, that the consumer eating habit on meats is pretty consistent 
within a month. And yet every terminal market chart study that I 
have ever seen shows serious fluctuations in the market price from week 
to week, and even day to day. 

Now, that must be accounted for on the supply side, is that right? 

Mr. Pexton. Yes. Every time we seem to get a few heavier re- 
ceipts, the packers want to buy lower because they say the dressed 
market or the retail market is going to go lower. Most of the time 
it doesn’t. 

The price of round steak in September a year ago, the national 
average, as reported by ithe U.S. Labor statistics, I believe it is, was 
$1.03.3. In September this year, it was $1.07.8. And the price of 
cattle is down. 

Round steak last year in September was 81.6. This year it is 83. 

Veal cutlets last year were $1.35. This year, in September, they 
are $1.4314. The only thing cheaper I can find out is frying chickens. 
They were 44.3 last year and are 41.3 this year. 

Mr. Brown. Well, now, with that situation existing, there is really 
no legitimate excuse for these fluctuations from week to week and 
day to day and a given month in most montlis, is there ¢ 

Mr. Pexton. There is not; no, sir. 

Mr. Brown. Now, the contention is sometimes made that it is lack 
of storage facilities in some of these packing plants. Is that a legiti- 
mate contention ? 

Mr. Pexton. Well, if they lack the storage facilities, they lack them 
on a lower price rather than a higher price. It is not the price of the 
livestock that creates the storage. You either have it or you don’t. 

Mr. Brown. In other words, that is just being used as an excuse. 

Mr. Pexton. Sure. 

Mr. Brown. Thank you, Mr. Chairman. 

Mr. Roosrvett. Senator ? 

Senator Carrotu. Mr. Chairman, just a few questions of Mr. Pex- 
ton. 

Has there been a discussion this morning of the O’Mahoney-Wat- 
kins bill ? 

Mr. Roosevett. No. 

Senator Carroti. Do you have any observations with reference to 
that bill, Mr. Pexton ? 

Mr. Pexton. Is that the one that was passed in 19-——— 

Senator Carroiu. 1958. 

Mr. Pexton. I think it was one of the finest: pieces of legislation we 
have had on the Packers and Stockyards Act since the act was passed, 
assuming that the act originally was a good act, and it must have been 
or Congress wouldn’t have passed it. It has been a very fine act. It 
has had absolutely good results on the regulation of the country busi- 
ness, if the Department will go ahead on it. 
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Now, they have already posted a lot of markets. 

They have discussed some regulations for country business, but they 
have not put them in yet. But it does bring the whole thing under the 
Department. It is why I say that now the Secretary can control a lot 
—— things, because that act was passed, that possibly he couldn’t 
before. 

Senator Carroiu. As I understand, now, about these country sales, 
one of the purposes of that bill—this was brought to my attention by 
some of the cattle producers in Weld County—was to really protect 
the seller against fraud. One case we had here in Colorado where I 
think they shipped out several hundred thousands of cattle and they 
— have the money. But I thought that was the basic purpose of 
the bill. 

Now, are we going to impose stricter regulations to interfere with 
the movement of cattle on the part of producers in country sales, and 
if so, what would be the nature of those regulations ? 

Mr. Pexton. Well, have you read my statement yet, Senator? 

Senator Carrott. Yes—very quickly—but I thought you would 
give a brief statement of that. 

Mr. Pexton. Well, I think one thing the Secretary could do, is for 
example to do away with the pencil shrink, and make the weighing 
conditions on the market and in the country alike. And if they want 
to shrink something, shrink the price. Then the feeder in Weld 
County can tell really what he is competing against. He is comparing 
his price on the market to the country anyway. 

I think there should be provisions on country sales if the feeder 
likes to sell in the country, under the same restrictions we have on the 
market. In other words, when the cattle crosses the scale, that is it. 

Senator Carrotu. Will this be more burdensome for the producer 
if we impose more and more stringent regulations upon him in the 
country sales? 

Mr. Pexton. I don’t think so—no more so than it is on us. 

Senator Carrot. Well, I can understand. But your operation is 
quite different, is it not? The Denver Stockyards from the country 
sales is quite different. 

Mr. Pexton. Not a great deal. You take a feed lot—they have got 
scales in the feed lot. They feel they are very competent to sell, and 
they do sell, and weigh. And you could have the same rules and 
regulations applying in Greeley as you have in Denver, and it wouldn’t 
adversely affect them at all. 

Senator Carrotu. This question was raised with me—that they felt 
that—and this was the small producer—he hoped that the regulations 
wouldn’t be so:stringent that it would interfere with his operation in 
the country sale. 


Mr. Pexton. Well, taking things one at a time—a pencil shrink - 


wouldn’t interfere with his operations at all. You can shrink the 
price as well as the weight and arrive at the same result. 

A provision that he didn’t have to guarantee against grubs, abscesses, 
things like that, wouldn’t affect him at all. That doesn’t interfere 
with the movement. It simply lays down the rules under which the 
packer would buy the cattle up there. And I can’t think of any others 
that would adversely affect him on trading practices. 

Senator Carrott. May I switch to another subject for a moment? 
There was great concern here about the difference in the price spread. 
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The drop in the cattle market was not reflected in the consumer market. 
Do you have an observation to make on that, based upon your long 
experience ? é 

r. Pexron. I know that the chainstores, or other stores, maybe 
all stores, want to keep their retail price fairly level. The people 
purchasing on the markets, the packers, if it seems like an increased 
supply, are always trying to buy lower on the theory that if and when 
these cattle get to the retail level, or the lambs, there will be a reduced 
price. But it doesn’t generally develop. Your retail price stays fairly 
steady, even though the market has gone down a great deal. 

Senator Carrotu. Well, let’s take that. Supposing the producer 
market is down $3 or $4, and this goes on for weeks. Why wouldn’t 
that be reflected at the consumer level? Who is making the profit in 
between ¢ 

Mr. Pexton. Well, it certainly is not the cattle feeder or the hog 
producer. And whether it is the packer or the store or a combination 
of both, I don’t know. 

Senator Carrot. You have been in the business a long time. Would 
you care to express an opinion ? 

Mr, Pexton. Well, the packing profits of the large packers, I know, 
are very nominal, LDenal or to the information that is put out. 
Probably the lowest of any large industry in America. 

Now, if that is true, and there are unusual profits in it, it would 
have to be somewheres beside the packers. 

Senator Carroti. The producer is not making it and the consumer 
is not getting it—so if the packer isn’t getting it, who else handles 
the commodity ? 

Mr. Pexton. By process of elimination, you would finally arrive at 
the retail level. 

aaeenns CarroLL, You mean the retail outlet might be making the 

roiit. 
" Mr. Pexton. There wouldn’t be any other assumption you could 
make. 

Senator Carrott. Mr. Chairman—I want to call to your attention 
an article by Marshall McNeal. He isa Scripps-Howard staff writer. 

“Meatpackers Want Steak in the Retail Business.” I think this ar- 
ticle might be placed somewhere in the record—that a suit has now 
been instituted in Chicago to relieve them from some of the provisions 
of the consent decree entered in 1921, and what they seek to do now is to 

et into the wholesale business, packers. And I think into the retail 
evel. 

Based upon your long experience, do you care to make an observa- 
tion about that? 

Mr. Roosevett. Senator, if I may just save a little time. Mr. Pexton 
did make quite an observation concerning that in his prepared state- 
ment. It has been referred to before. 

Mr. Pexton. No; it was on cross-examination I made it. 

Mr. Rooseve.t. I beg your pardon. 

You are talking to a lawyer, so we will allow that “cross-examina- 
tion” to go by. 

Mr. Pexton. But I might in short, terse language, as long as you 
were not here—if the retailers of the chainstores can go in the pack- 
ing business, I think the packers ought to be able to go in the retail 
business. 

43519—60—pt. 8 —3 
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Senator Carrott. Have you read the testimony—I notice you made 
reference to George Bickel. 

Mr. Pextron. Yes, sir. I read it. 

Senator Carroiyi. Do you agree with some of his conclusions ? 

Mr. Pexton. Yes, sir, I do. 

Senator Carrot. Thank you, Mr. Chairman. 

Mr. Roosevetr. Mr. Pexton, we have kept you a long time, but Mr. 
Rogers has one more question. 

Mr. Rocers. Your. statement of closing out the Denver Livestock 
Exchange disturbs me somewhat, Mr. Pexton. Is it your thought 
that because the land has increased in value, that it would be easier to 
move down the Platte River and continue the operation? Is that your 
thought? Or is it just to close the entire market ? 

Mr. Pexton. No. I said if our receipts got so low that we couldn’t 
pay the operating expenses, and the taxes, and make a rate of return, 
automatically we would go out of business. If we did, then the stock- 
holders wouldn’t lose so much, because the value of the land would 
repay them for a portion of their investment, at least. 

If we are not successful in our present location, then one 10 miles 
down the Platte River wouldn’t be either.. We don’t want to go out 
of business. 

Mr. Rocers. You didn’t want to leave the impression that you were 
going out of business? 

Mr. Prxton. No, sir, we are not going out of business as long as 
we can operate and are still in the black. We would have to be in the 
red to go out of business. But it can have that result. 

Mr. Roosrveitt. Mr. Pexton, counsel would like to establish very 
briefly the size of the market here. Would you allow him to quote you 
certain figures, just for verification ? 

Mr. MacIntyre. You have stated that the federally inspected kill 
of beef is about 800,000? 

Mr. Paxton. Yes, sir. 

Mr. MacIntyre. Would 1,250,000 be the figure you have for lambs? 

Mr. Pextron. That would be substantially it. 

Mr. MacIntyre. And about 60,000 on calves? 

Mr. Pexton. Yes, sir. 

Mr. MacIntyre. And about 450,000 on hogs ? 

Mr. Pexron. Yes, sir. 

Mr. MacIntyre. Thank you, sir. 

Mr. Prxron. We are the largest sheep slaughter point in America, 
and we normally run about seventh on cattle. 

Mr. MacIntyre. Thank you. 

Mr. Roosrveitt. Mr. Pexton, may I say how much we have enjoyed 
and appreciated your testimony here before the committee this morn- 


ing. I overlooked one little item, when you first appeared. You are - 


under subpena, and it is the practice of the committee to put our 
witnesses under oath as you testify. And if I may just ask you to raise 
your right hand. 

Do you solemnly swear that the testimony which you have given 
before this committee is the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Pexton. I certainly do—in my opinion, at least. 











cq 
tl 







M 
Ge 
He 






4 
} 
} 
} 
4 
y 


Ee OE EOE ST ~ 


a 








SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 1103 


Mr. Roosevetr. Thank you very much, Mr. Pexton. We will, of 
course, relieve you of your ‘ subpena. And we certainly do appreciate 
the time and effort which you have given. 

(The letter of Dec. 7, 1959, from Mr. Pexton is as follows: ) 


THE DENVER UNION StTocK YarD Co., 


Denver, Colo., December 7 , 1959. 
Mr. EVERETTE MACINTYRE, 


General Counsel, Select Committee on Small Business, 
House Office Building, Washington, D.C. 

DEAR Mr. MACINTYRE: We have the following from the Los Angeles Union 
Stock Yard Co. : 

“This is to announce that the Los Angeles Union Stock Yards, located at 4500 
Downey Road, in Vernon, Los Angeles County, Calif., will discontinue operation 
on January 31, 1960. 

“The closing of this market is due to decreased livestock receipts during the 
past 3 years occasioned by changes in general marketing methods and conditions. 

“The Los Angeles Union Stock Yards opened in November 1922 and for 37 years 
has served the livestock producers of the Western States as a public terminal 
market. 

“The pens and all facilities will be removed and the land used as locations for 
other industries.” 

You will recall that in my testimony I commented on the closing of the San 


Francisco terminal market and mentioned that the same thing might happen at 
other points. 


This leaves California without any strong price-basing point, to the detriment, 
certainly, of the livestock producers of that area. 

I hope you will call this to the attention of the members of the committee. 

Sincerely, 
L. M. PeExtTor 

The next witness before the committee will be Mr. Lloyd Dickens 
rancher and farmer of Longmont, Colo. 

Mr. Dickens, will you come forward and take the chair, which hae 
been warmed for you by Mr. Pexton ? 

Mr. Dickens. I have some of my statements here. 

Mr. Roosevetr. Mr. Dickens, will you raise your right hand ? 

Do you solemnly swear to tell the truth, the whole truth, : and nothing 
but the truth, so help you God ? 

Mr. Dickens. I do. 

Mr. Roosevett. Mr. Dickens, will you proceed with your statement, 
sir, at this point ? 

Mr. Dickens. I will. 


TESTIMONY OF LLOYD DICKENS, LONGMONT, COLO. 


Mr. Dickens. My name is Lloyd Dickens and I am a farmer and 
cattle feeder at Longmont, Colo. I farm a 400-acre general farm that 
was settled by my gr randfather about 100 years ago that has been oper- 
ated by members of my family since that time. 

My farming operations are devoted to producing feed crops for 
about 800 beef cattle a year. At the present time I am a member of 
the board of directors of the Fort Collins Production Credit Associa- 
tion and a member of the loan committee. As a member of that com- 
mittee, it is my duty to review and pass on all loan applications to 
PCA in a 10-county area of northern Colorado. 

During my lifetime in the livestock and farming business and 
through 1 my service on the PCA board, I have had an excellent oppor- 
tunity to observe and evaluate many changes in farming and live- 
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stock feeding in my area. It is my considered opinion that many of 
these changes, particularly in livestock marketing in recent years, are 
not in the best interests of our Colorado animal agriculture or for 
the national farm economy generally. 

As a livestock feeder, I buy my feeder cattle either on a central 
public market or direct from the producer. It has been my experi- 
ence that I buy on a completely free and competitive market because of 
the wide selection of feeder cattle available and the limitless com- 
petition by cattle feeders for those supplies. Unfortunately, in many 
respects my costs of production are controlled and I find that when 
my cattle are fat and ready to sell, I am forced to sell on a controlled 
market. This squeeze becomes more obvious every year as my share 
of the consumer’s dollar spent for meat continues to decline. 

I realize that feeding cattle is a speculative venture similar to the 
uncertainties that are part of all farming activities. I am a cattle 
feeder because it provides the best market for the forage and grain 
crops I raise on my farm. Feeding provides more efficient use of my 
manpower and machines. It improves the fertility of the soil. De- 
spite substantial improvement in my yields as a farmer and greater 
effectiveness as a cattle feeder, my margins continue to decline as they 
have for every other farmer-breeder in my area. 

Many feeders have been forced out of business and their place taken 
by large commercial feedlots. The former feeder becomes a supplier 
of farm-grown feeds to the big feedlots and dependent on them for a 
cash market. Since a single large lot can effectively set the price of 
farm-grown feeds in his area, the farmer has little to say about the 
value of the feed and it is unlikely that he will ever be able to accumu- 
late sufficient capital to warrant future feeding operations. 

This loss of the farmer-feeder is already being felt in the smaller 
agricultural communities that have been built and maintained by 
efficient family farm units over the years. Corporate farming, even 
though it uses the same land area and feeds the same numbers of 
livestock formerly handled by the family units, does not support the 
social and economic life of the towns as they do. 

The principal reason why the farmer-feeder can no longer com- 
pete is due to certain recent developments in livestock marketing. 
Over the years I have sold almost all of my cattle at the central pub- 
lic market. During recent years I have noticed that the commercial 
lots in the Longmont area sell most of their cattle to Denver packers 
on a direct basis. At the same time, I have been aware of a sharp 
decline in competition among packers on the Denver market. 

This loss of competition limits the ability of the market to reflect 
supply and demand and immediately affects livestock values all over 
the northern Colorado area because Denver quotations are the basis 


of most country trades. I was at a loss to understand how the packer - 


can apparently give the Denver price in a feedlot 40 miles from his 
packing plants. One of the reasons apparently is the concessions 
expected and given the packer buyer in the country. 

On one occasion I approached a major packer buyer who was 
buying cattle from a commercial lot and asked him to look at and 
bid on some similar cattle I had on feed at that time. He looked at 
my cattle and we agreed on a price but he insisted that I guarantee 
him against any loss for liver condemnations or from any other cause. 
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I refused to do business on that basis because when I sell at the market, 
the cattle are sold at arm’s length and belong to the buyer once they 
cross the scale with no charge- backs allowed. This is only one of 
the devices used by packers to reduce the dead-cost of their country 
purchases so that they are a better value than cattle bought on the 
market. 

Packers bargain in the country on the basis of a “pencil shrink” 
of 4 percent or more, claiming ‘that the livestock will shrink that 
much going to Denver. In my experience, this is another packer 
advantage since I rarely have more than a 3 percent shrink on cattle 
moving to Denver and have shipped cattle all the way to Chicago 
with less than 4 percent. 

There appears to be a division of territory in northern Colorado 
with certain packers favoring certain feedlots. This need not be an 
indication of collusion between packers to limit competition—it is 
simply the natural result of packers avoiding competition at every 
opportunity since obviously no packer will create a competitive situa- 
tion in the country if he can help it because he has left the market 
to avoid it. 

There appears, also, to be a reluctance on the part of the packer 
to raise his hand on his market buy because if he raises the Denver 
quotations, he raises the price all over the country. I visit the market 
frequently and can usually tell by the activity of the buyers, whether 
or not there was a heavy movement of fat cattle in the: country on a 
direct basis over the weekend. I find with increasing regularity 
that no matter how much I study all available information on live- 
stock and dressed meat markets, there is little rhyme or reason to the 
market movement. Cattle feeders, more than ever before, are “shoot- 
ing in the dark” when it comes to making marketing plans or to find 
out what their livestock is worth. 

Several packer buyers have told me that they are simply reflecting 
in their bids what “Safeway will give” for carcass beef. If this is 
true—if a single food chain effectively sets the value of dressed beef in 
this area—it 1s a condition which should be corrected immediately. 

We farmer-feeders in northern Colorado do not ask for any special 
advantages in producing or marketing our livestock. We think that 
the family- unit, properly managed and of a size consistent with the 
labor and machinery available can compete on equal terms with the 
most modern mechanized commercial feedlot. We can efficiently con- 
vert home grown feeds into beef on our farms and reduce the first 
cost of our feeder cattle while at the same time can make cattle just 
as good as the commercial cattle feeder on a drylot ration. 

What we need is a strong, competitive marketplace for our cattle 
when they are ready for slaughter. We feel that the great majority 
of farmer cattle feeders in our area have been hurt by the efforts of 
the packers to dilute competition at the markets and that few, if any 
cattle feeders have benefited from _the improved efficiency of their 
farming and feeding operations. While we recognize the principle 
that a buyer always trys to buy as cheap as he can, we believe that the 
conditions in northern Colorado have been consciously or uncon- 
sciously rigged by the buyers with the intent or the effect of buying 
livestock well below its true value. Immediate remedy of this situa- 
tion is needed. Whether by fearless enforcement of existing regula- 
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tion or by additional regulations, I don’t know—but the failure of a 
healthy agricultural economy in our area is in danger. 

Mr. Roosevetr. Well, thank you very much, Mr. Dickens, for your 
statement. I have but.a few very brief questions. 

On page 3, where you state that—you recite the instance of a buyer 
who tried to make a special agreement with you, guaranteeing against 
loss on liver condemnation, or any other cause. In your opinion does 
the present law make it possible to prohibit that kind of practice if 
the Secretary issues the necessary regulations ? 

Mr. Dickens. I don’t know what the present law reads, or what 
the ruling is on that. But when I buy cattle, I buy them at my own 
value and take my own chance on them. I cannot see what is inside 
that animal. 

Mr. Roosrvetr. You think it should properly be made illegal to do 
anything else but that? 

Mr. Dickens. I think that is right. 

Mr. Roosevetr. I notice you also refer, as did Mr. Pexton, on page 4, 
to the heavy movement of fat cattle in the country on a direct. basis 
over the weekend. You would then substantiate the previous wit- 
ness’ statement that it would be better for the market if there was a 
5-day market instead of concentration in 1 or 2 days? 

Mr. Dickens. Absolutely. We have tried that in Denver to have 
a 5-day market. We said we would ship cattle to Denver on Thurs- 
days to create the supply for the packer. But they will not stay on 
the market and buy the cattle there. 

Mr. Roosrvetr. So, in other words, the supply is there, the means 
to do it is there, but it is the buyer who is making it impossible to 
maintain a 5-day market in your opinion ? 

Mr. Dickens. I think that is right. 

Mr. Roosevetr. Mr. MacIntyre. 

Mr. MacIntyre. I have no questions. 

Mr. Roossevett. Mr. Moore. 

Mr. Moore. I have no questions, Mr. Roosevelt, other than to thank 
the gentleman for coming and appearing before the committee. 

Mr. Roosrvett. Mr. Brown? . 

Mr. Brown. Mr. Dickens, an excellent statement. 

Mr. Roosrvetr. Mr. Avery. 

Mr. Avery. I think that is all, Mr. Chairman. I certainly can share 
Mr. Dickens’ apprehension about the livestock industry as it affects 
the feeder-producer, as we have known him, because it certainly is 
moving from that traditional position over to a corporate operation. 

Mr. Dickens. I would like to emphasize one thing on my associa- 
tion with the production credit boards, We don’t know what to do 
with the farmer family sized operation today, to get financial state- 
ments or financial support, so he can feed some of his homegrown feed 
on his place. We have noticed that the farmer, or borrower, that does 
not have a cattle program, is going downhill every year. And we 
are very concerned about that in our operation. 

Mr. Avery. What is your production credit interest now, Mr. 
Dickens? 

Mr. Dickens. I am ashamed to say it is very high—six and three- 
quarters now. Weare selling our debentures at 5.3. 

Mr. Avery. Thank you. 
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Mr. Dickens. And that isa very rigid insurance to ask our members. 

Mr. Roosevertr. Senator Carroll. 

Senator Carrot. Mr. Dickens, you have made a very fine, clear-cut 
statement. 

Do you have any observation to make about country sales ? 

Mr. Dickens. I would like to make one statement that I think shows 
how the country sales are reflecting the value of cattle. The exact 
date I do not remember, but if I remember right, it was this spring— 
a large feedlot in northern Colorado was trying to sell cattle to Denver, 
and they would not raise the ceiling, which I am going to call the 
ceiling here in Denver at 27 cents. This feeder had some very high 
Choice to Prime cattle. The packers said the top in Denver is 27; 
that is all I will give. He sorted some of the cattle and started to 
ship to Chicago. The packer that has been buying his cattle came up 
and raised the price a quarter. This feeder would not ship his cattle 
to him. He shipped to Chicago and got 32 cents a pound for these 
cattle. We can ship to Chicago on less than a 2-cent margin. 

Now, if there was no central markets, where would we base the price 
of our cattle? You cannot trust a packer. He will buy them as 
cheap as he can. That is business, I guess. But we would have no 
price-basing factor if it was not for a central market—whether it is 
here or Chicago or Kansas City. 

Mr. Avery. Mr. Dickens, for your replacement cattle, do you buy 
those entirely on the open Denver market, or at a community auction, 
or go out and negotiate with the producer individually sometimes? 

Mr. Dickens I very seldom negotiate with the producer, because 
he does not know the value. When you go on his dunghill, as you 
may call it, you are at his mercy. So I most generally buy on the 
central market, and some at auctions in the country. 

Mr. Avery. Do you have many country auctions for stock and 
feeder cattle in this Denver area ? 

Mr. Dickens. Yes, in the entire area, especially in your mountain 
areas, or range areas, there is a lot of sale yards. In Wyoming you 
might say there is Torrington, and in Nebraska—and you can get 

cattle at all country points. I buy 90 percent of my cattle on the 
central market here in Denver. 

Mr. Avery. You have no objection to these community auction sales 
as such? You don’t consider them an unfavorable development ? 

Mr. Dickens. I donot. That is competitive enterprise. 

Mr. Roosrvetr. Mr. Rogers ? 

Mr. Rocrrs. No questions. 

Mr. Roosrvetr. Mr. Dickens, we want to thank you very much for 
your appearance and your contribution to the committee. 

Mr. Dickens. Thank you. 

Mr. Roosevett. The next witness before the committee will be Mr. 
Carl Leffler, also a rancher and farmer, of Greeley, Colo. 

Mr. Leffler, would you raise your right hand ? 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ? 

‘Mr. Lerrier. Yes, sir. 

Mr. Roosrvettr. Mr. Leffler, we welcome you to the committee. I 
believe you have a prepared statement. Would you care to make 
yourself comfortable, and proceed, sir. 
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Mr. Leffler, I understand you possibly have some charts that go with 
this statement. Mr. Robertson will be there and will be glad to help 
you at the time you want to introduce them. 


TESTIMONY OF CARL LEFFLER, RANCHER AND FARMER, 
GREELEY, COLO. 


Mr. Lerrter. I am Car! Leffler, of Greeley, Colo., where I have been 
engaged in farming and cattle feeding for more than 32 years. My 
father before me was a feeder and farmer in Weld County from 1907 
until his death in 1942. 

First let me say that I appreciate what this committee is trying to 
do, and am happy to be called to testify here, for like many family 
farm operators, I am deeply concerned with just what is happening 
to the family farm, the rural community, and our whole way of life 
in America as monopoly-type operations continue to grow unchecked 
in the cattle business, and farming business, and the food industry 
today. 

Our operation near Greeley is a family-type operation engaged in 
by my son, my son-in-law, one tenant, and myself, each on a separate 
farm, but engaged in a joint feeding operation. 

We grow most of our own feed and feed enough cattle each year 
to use up the feed that we grow on our own land. 

Cattle feeding as a part of total family-farm operation is a te 
in an irrigated area, both from the economic standpoint of makin 
living for the farm family and from the soil stewardship standponis 
of keeping and building the fertility of the soil. 

Every farmer on irrigated land should be in a position to use his 
own feed, marketing it through his own livestock, and keep the ferti- 
lizer on the land, if he is to remain solvent, and his soil remain pro- 
ductive. 

When family farm breeding is replaced, however, by large feeding 
operations concentrated in one location, and owned by giant chain- 
stores as in the case of the National Tea Co., or by packingplants, 
or large corporations, then family farming suffers, the land suffers 
and free competitive enterprise suffers. 

This is exactly what is happening in the entire cattle feeding busi- 
ness in Colorado today. 

The size of some of our bigger corporate feeding operations is 
almost beyond easy understanding. 

If I may show you some pictures here made in a recent survey of 
cattle feeding i in the State by the Rocky Mountain Farmers Union, 
I think it will make it easier to explain. 

1. The first picture shows cattle on feed in lots operated by the 
National Tea Co. ., 2 Canadian-owned company, I understand. These 
lots are just north of Brighton, Colo. The picture was taken on 
November 8. Mr. Miller has publicly stated that the National Tea Co. 
is able to slaughter 1,500 head a week from their own lots. The 
National Tea Co. also owns their own packing plant in Denver and 
with this lot and their own packing plant they are free to use the 
competitive market in Denver if it benefits them, or not use it if that 
is to their advantage. 

2. This second picture taken the same day shows the Monfort feed- 
lots just north of Greeley. Some 25,000 head of cattle are on feed 
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here at this time. During the year between 75,000 and 100,000 head 
are fattened out through these lots. These lots also are closely inte- 
grated with a packing plant. 

Mr. Roosrvett. Do you happen to know what packingplant? 

Mr. Lerrier. Capitol Packingplant here in Denver. 

Mr. Roosrveir. But you don’t know who owns Capitol Packing- 
plant, or has any connections with it ? 

Mr. Lerrter. I couldn’t mention the name here. 

Mr. Moore. What do you mean by that 

Mr. Lerrier. I know Mr. Mayer Averch and his brother are the 
head men of the Capitol Packingplant here in Denver. 

Mr. Moore. You don’t know whether it is a wholly owned opera- 
tion by some other, perhaps some chainstore, or whether or not it is 
a stock company itself? 

Mr. Lerrier. No, I couldn’t answer that. 

Mr. Moore. You know nothing of its history ? 

Mr. Lerrier. That is right. 

3. The third picture shows the Weisbart feeding operation near 
Brush, Colo. This operation is also capable of fattening some 100,000 
head of cattle yearly. 

There are seven or eight other giant feeders in Colorado, including 
the American Stores in Pueblo, and there are many contract-type 
feeding arrangements between packers, chainstores and large feeding 
operations now going on also. Together it has been estimated they are 
feeding more than half of the annual total Denver slaughter of some 
750,000 head. 

Going back to the three feeding operations shown in the pictures, 
each lot usually turns their cattle over at least two or three times a 
year. In this case, the three lots pictured here alone, all tied closely 
to chainstore or packing operations, are handling an estimated 270,000 
head of cattle a year. 

This simply means just these three operations alone are now feed- 
ing cattle equal to 36 percent of the total Denver slaughter. 

Besides the depressing effect on the competitive cattle market, the 
large feeding operation is seriously hurting the family feeder in a 
far more serious way. It is reducing him to a hired hand only, forced 
to sell his ensilage, hay, or grain to the large feeding operation, since 
the large operations have become such a big part of the market. 

On the basis of my own operations, I know no matter how fast or 
slow you fatten out a critter, it will take approximately : 2,000 pounds 
shell grain—either corn, barley, and so on—2,000 pounds ensilage and 
1,000 pounds hay. We string our cattle along further on roughage 
than probably a commercial plant would. That is the amount it takes, 
besides some cotton cake which is shipped in—protein. If no hay is 
used, of course, more ensilage or beet tops or sorghum will be needed. 

On this basis—figuring an average 18-ton-per-acre corn crop, and 
estimating an average 20 acres of corn to each 160-acre farm in 
northern Colorado, it takes the corn production of some 780 farms to 
supply these three feed operations alone. 

This is feed being taken from 780 farms that ought to be kept on 
those farms and fed there. 

Let’s look at what’s happened to the price the family farmer receives 
for his ensilage: In 1956 the average price for corn ensilage in the 
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field was $6 per ton. In 1957, it had dropped to $5.75 per ton. In 
1958, it had been forced down to $4.50. In 1959, it is still down to $4.50 
if the corn averages 18 to 20 tons per acre. 

This is a loss in just the last 3 years of $1.50 per ton or $27 per acre 
on 18-ton corn. 

This is an estimated loss of $540 to every family farmer selling 20 
acres of ensilage, but it represents an estimated gross saving on feed 
to these three feeders alone of some $405,000 to $420,000 a year. 

This cheap-feed pattern, coupled with lower farm prices on other 
commodities and higher production costs can reduce family farmers 
who are supplying feed to the giant feedlots to sharecroppers on their 
own land, or to a position little better than that under the old feudal 
systems of Europe. 

Credit to help the small feeder remain on the land is of great im- 
portance. 

The banks have a big share of responsibility in this growth of 
monopoly-type feeding operations, as they have made it more and 
more difficult for family-sized feeders to be financed. 

Government credit programs are totally inadequate in this field, 
but if the banks refuse to meet their responsibility here, Government 
should step in with a farm feeder program, limited to family-sized 
operations only. 

It seems to me there should be some protection also by Government 
against the monopoly force these huge feeding, packing and chain- 
store operations have created in the meat business. The Packers and 
Stockyards Act could be enforced much better than it has been. 

Pencil shrink should be made an illegal practice, also. I shipped 
two consignments of cattle recently to check on this pencil shrink. 
On 79 head sold to Cudahy Packing Co., the pencil shrink amounted 
to 4 percent while on a comparative load shipped 1 week later through 
the yards, the shrink was 2.8 percent. This represented a net loss of 
$236.76 or approximately $3 for every critter sold that didn’t go 
through the competitive market. 

In closing I again would like to thank this committee for bring- 
ing the facts regarding what is happening in the cattle industry into 
the open—your work will do much to help preserve the family farm 
and competitive enterprise in America. 

Mr. MacIntyre. May the pictures be received in the record ? 

Mr. Roosevett. Yes, sir, it is so ordered. Thank you, Mr. Leffler, 
very much. 

(The pictures referred to follow :) 
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Mr. Roosevet. I certainly am very much, as an individual, in sym- 
yathy with your statement of the desirability of preserving the family 
faeen | in the United States I want you to make a little clearer to me 
what steps you think should be taken. I understand, I think, that 
under the present system of these large feeder lots, that you practically 
become a serf in your operation, and therefore you lose much of your 
ae power. But outside of prohibiting size of feeder lot op- 
rations, how would one, in your opinion, go about restoring the posi- 
den of the family farm in this situation ? 

Mr. Lerrier. Well, in my opinion, if the small operator, which we 
have a lot of them up north, had the finances to teed entitle : and use up 
his own feed, which he grows on his farm, and not have to sell it to a 
large feeding operation, where would he get his feed? They have no 
land to produce it on. 

Mr. Roosrvetr. In other words, the problem is a lack of land to 
produce the feed on ? 

Mr. Lerrter. For the large operator, of course, but not for the small 
farmer. 

Mr. Roosrvert. So you feel that they would not be getting their 
supply, that is going in to them today—which has given them this 
large monopoly position, if there were such things as additional credit 
made available, or proper financing credit made ‘available to the small 
credit family type farm. 

Mr. Lerrier. That is right. If that ae, then the feed would 
be used at home, where it should be, and the fertilizer will stay there, 
too. 

Mr. Rooseveit. And you think this is the primary thing that we 
should look into as far as rectifying this particular situation ? 

Mr. Lerrter. On large operating “feed lots, yes, sir. 

Mr. Roosevert. And, of course, the other suggestions you make 
about enforcing the Packers and Stockyards Act would tie right into 
this, wouldn’t it? 

Mr. Lerrter. I think it would, yes. 

Mr. Roosrevert. Mr. MacIntyre, do you have any questions? 

Mr. MacIntyre. Yes, sir, if I may, Mr. Chairman. 

Did we understand you correctly ‘that the point you are making is 
that the small family-sized farm, by combining his cattle feeding with 
his feed ground operations, is more efficient than when those two oper- 
ations are separated ? 

Mr. Lerrter. I am sure they are. 

Mr. MacIntyre. And when the large feedlot operator, with forty 
or fifty thousand cattle, engages in feedlot activities, he can’t produce 
his feed, but must buy from you? 

Mr. Lerrier. That is right. 

Mr. MacIntyre. And you also, I believe, made the point that the 
large feedlot operator and packing operation if combined create a 
problem for the continued maintenance of free and competitive enter- 
prise ? 

Mr. Lerrier. That is right—as far as feed is concerned especially 
in our area. 

Mr. MacIntyre. And you consider that a threat for the continued 
independence of people engaged in farming, such as you. 

Mr. Lerrier. Well, it shows in the last 4 years the cut that has been 
taken on our current crop alone. 
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Mr. MacIntyre. Mr. Chairman, Senator Humphrey has asked that 
his statement be inserted in the record immediately following this 
witness’ testimony, and in that connection, he has called attention to 
the fact that the Federal Trade Commission at his request and the 
requests of other Members of the Congress and the Senate are making 
an inquiry into the competitive methods and practices used in the mar- 
keting of food. And he also states that it seems to him that not enough 
attention has been given to the fact that growing concentration in the 
food industry is gradually eroding our competitive free enterprise 
system in one of its most sensitive areas. 

And in that connection he also states that farmers, too, are coming 
to realize that increased concentration in food retailing means fewer 
buyers are purchasing a greater share of their product, and their bar- 
gaining positions being substantially weakened. 

He, for that reason, wanted his statement to follow the testimony 
of this witness. 

I believe that is all I have, Mr. Chairman. 

Mr. Roosrveut. Without objection, the statement will be printed 
following the testimony of the present witness. 

(Statement by Senator Hubert H. Humphrey is as follows :) 


STATEMENT OF SENATOR HusertT H. HUMPHREY 


First, let me convey my deep appreciation to Congressman James Roosevelt 
and the other members of his Subcommittee No. 5 of the House Select Commit- 
tee on Small Business for the opportunity to express my opinions on the prob- 
lems relating to small business and food distribution which the subcommittee 
is considering at their hearings in Denver, Colo., on November 16-17, 1959. 

As Congressman Roosevelt knows, I am chairman of the Retailing, Distribu- 
tion and Fair Trade Practices Subcommittee of the Senate Select Committee on 
Small Business and we are also engaged in a comprehensive investigation of 
these problems. 

At our request and with some considerable push by our subcommittee, the 
Federal Trade Commission adopted a resolution on October 9, 1958, for an 
“Inquiry into the Competitive Methods and Practices Used in Marketing Food.” 
The FTC made an interim report to our subcommittee on their investigation 
on July 2, 1959. I was personally disappointed in the fact that the FTC's 
interim report contained nothing on collusive pricing and unfair methods of 
competition even though the title of their inquiry was directed specifically to 
these problems and in spite of the fact the resolution authorizing the inquiry 
was based on these complaints. 

It has been our hope that the FTC investigation would be the most intensive 
investigation into the food industry ever made by the commission. While it is 
too early to judge what the final results of the FTC inquiry will be, it is never- 
theless important that our committees of Congress continue to hold hearings 
on these problems so that these elements of the food industry responsible for 
monopolistic trends and trade malpractices of the industry fully understand 
that these practices are not going to be permitted to continue indefinitely. It 
would indeed be an act of the highest degree of responsible citizenship if the 
guilty members of the industry would exercise as much cooperation in putting 
their house into order as they do in destroying the competitive price mechanism 
of the free market. Until there is some serious indication from the industry, 
however, that a serious housecleaning is about to take place, it will be necessary 
to pursue our congressional factfinding investigations. 

I think it is a truly great thing that a subcommittee of the House Small 
Business Committee should be conducting hearings in the heart of a great agri- 
cultural area and should be investigating problems that arise out of the integra- 
tion taking place in cattle feeding, processing, and marketing. For I have 
learned while serving for over 10 years as a member of both the Senate Small 
Business Committee and the Senate Committee on Agriculture how directly 
interrelated are the economic and marketing problems of the farmer on the one 
hand, and the small retailer and processor on the other. 
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It seems to me that not enough attention has been given to the fact that 
the growing concentration in the food industry is gradually eroding our com- 
petitive free enterprise system in one of its most sensitive areas, viz, the market- 
ing processes which have protected both our agricultural producers and our 
small business processors and retailers, as well as the American consumer; 
for food is the most basic commodity of any society. But apparently it is not 
understood by the agencies of Government responsible for maintaining a com- 
petitive price structure that it is these marketing processes which have made 
it possible for the United States to develop its high standard. 

It is clear enough that not all is right with the food industry. In the 4-year 
period, 1955-58, a minimum of 2,657 locally operated food stores were swallowed 
up in merger acquisitions. The estimated annual sales volume acquired by 
these acquisitions was over $2 billion, equal to current total sales of all grocery 
stores in 14 States. In the majority of instances, modern progressive multi- 
store operators have been bought out by large interstate organizations. 

Over the past 10 years, food chain sales have increased 64 percent more than 
independent sales. The four leading chainstore companies accounted for 19.6 
percent of total food sales in 1957. It is interesting to note that these same four 
companies have ranked first, second, third, and fourth in sales in the same order 
every year since 1948. It is especially revealing to observe that the operating 
areas of the Nation’s two largest chains only slightly overlap down the middle 
of thé country and in a total of four very small pockets along the Atlantic and 
Pacifie coasts. 

What would happen if the largest chain launched a powerful invasion of the 
western half of the Nation, where today its stores are few and far between? 
The president of a Los Angeles chain gives a quick and firm prediction of what 
would occur in his town: 

“It would force a lot of consolidations among the 30-odd smallish chains here 
that are now battling it out. Probably about four big chains would emerge, 
with a few smaller ones left on the fringe. The price wars that spring up now 
wouldn’t be so likely with the big boys stabilizing prices. Things would likely 
end up a lot more comfortable.” 

This tremendous growth in the size of the large chains has led to the major 
problems now existing in the processing and producing parts of the food industry. 
For not only is the efficient independent retailer feeling the increasing pressure 
of the chains but so also is the processor and producer. 

In 1958, food manufacturing establishments operated by chains shipped 
approximately $1.1 billion of foodstuffs to their own stores. In addition, they 
shipped $166 million to stores not owned by them. The great size of the chains, 
of course, makes it possible for them to use their own private labels as a weapon 
against independent processors. They are able to negotiate contracts providing 
very thin profit margins, and without escalator clauses geared to the market. 
The supplier is thus constantly in trouble. Frequently he may expand his opera- 
tions to fill a big order from the chain and then be left floundering at the expira- 
tion of the contract because the chain switches its business to another low bidder. 
It is not an unusual practice for a large chain to let the independent processors 
bear the expense of developing new products, wait until these have proved their 
appeal, then imitate them under its private labels. 

Farmers, too, are coming to realize that increased concentration in food 
retailing mean fewer buyers are purchasing a greater share of their products, 
and their bargaining position is being substantially weakened. The hog farmer 
in the Middle West, the cattleman of the Rocky Mountain region, the California 
vegetable and fruit grower, the citrus fruit producer of Florida, the apple grower 
in Washington, and poultry producers all over the country are experiencing daily 
the same effects resulting from the market control owned by the maior chains. 

What I have attempted to do here is to outline ever so briefly a few of the 
major problems of the food industry, all of which emanate from a common source. 
For the significance of all this lies in the fact that naked economic power is 
beginning to rule the food industry as it has similarly come to do in the other 
major industries of the United States. The farmer, the processor, and the 
retailer in the food industry are feeling the effects of deep social and economic 
forces that have developed in recent years in our society. Thus, until it is 
appreciated that each member of the food industry has interrelated problems 
that in turn are related to a wider industrial universe, a real beginning on cor- 
recting the abuses and malpractices that exist cannot be expected. 

The heart of the entire matter is the fact that the American system of free 
competitive enterprise is seriously threatened by the tremendous concentration 
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of economic power in the basic industries of the country. The number of annual 
business failures increased 96.6 percent from 1952 to 1958. The rate of business 
failures per 10,000 firms increased during the same period of time from 28.7 to 
56 percent and these were concentrated primarily in small business fields. In 
addition, the earnings of small manufacturing corporations after taxes decreased 
28.8 percent from 1951 through 1957 while similar earnings of the large manufac- 
turing corporations during this time increased 32.3 percent. 

While our population was growing and our gross national product expanding, 
realized net farm income in this country declined between 1952 and 1958 from 
$14.4 billion to roughly $13 billion with a further expected drop of from 5 to 10 
percent this year. While prices received by farmers in November 1958 were 7 
percent below those realized in 1947-49, prices paid by farmers were up 23 per- 
cent for the corresponding period. As a result, between 1950 and 1957, 2,349,000 
persons migrated from the farms of the Nation. 

The stock reply to all these figures is that the farmer, the small processor, and 
independent retailer and wholesaler are simply victims of the greater efficiency 
brought about by larger economic units. This is completely erroneous. The two 
largest steel companies are not the lowest cost operators or producers of steel. 
The production by one of the giant auto manufacturers does not make its pro- 
duction of four or five other lines plus home appliances, glass, and diesel engines, 
et cetera, more efficient. 

The size of the largest steel company, auto manufacturer, food chainstore, and 
any other economic giant gives it not efficiency but power. Its tremendous size 
gives it power of a coercive kind over railroads handling its enormous shipping, 
over hundreds of banks it patronizes, over magazines, newspapers, and the 
broadeast media. It gives it the power to set the price level regardless of market 
conditions—to buy at the price it demands and to sell at the price it dictates. 

This helps to explain why, when we had more than 5 million unemployed last 
year, and farmers were getting prices for the most part barely allowing them 
to subsist, most large corporations were able to make a substantial profit and the 
cost of living did not drop. 

History has demonstrated that human freedom advanced as economic power 
became more diverse. Royalty secured its independence through the feudal 
system of fees and tithes and the many obligations of the vassal to the lord. 
Later, as cities began to grow and international trade developed, the merchants 
and the bourgeoisie exacted greater freedom from a king dependent on them 
for the financial resources necessary to maintain his armed forces. Several 
centuries later, workingmen and farmers gained a measure of independence from 
the wealthy industrialists through labor unions, cooperatives, and protective 
legislation which gave them a minimum of economic security. As our standard 
of living has progressed in this country, human freedom has been elevated and 
made more meaningful to masses of people. ‘Truly, history has shown us all too 
clearly that where economic power becomes concentrated there is a serious 
threat to the cause of human freedom. The concentration in the food industry 
simply repeats history. 

Again I urge the economic giants of the food industry to make a self-exami- 
nation and to begin a house-cleaning of the odious trade practices that have 
developed among them. Let me remind them that the United States is one of 
the rare countries in the world that has had a truly competitive economic 
system. Less than 40 corporations, the size of General Motors it is said, could 
handle our entire economy’s output of goods and services, including nuclear 
components. This is not my philosophy of free enterprise. Let us hope it shall 
not become the prevailing philosophy among the most basic of all industries in 
any civilization—the food industry. 


Mr. Roosevett. Mr. Moore, do you have any questions? 

Mr. Moore. Mr. Leffler, I want to ask you a question with respect 
to the prices you are now getting for corn. 

On page 4 of your statement you set up a little chart reflecting the 
years 1956-59. 
* How much is reflected in this drop by reason of production, or 
overproduction, of corn ? 

Mr. Lerrier. No, I wouldn’t say that, because usually those opera- 
tors contract for this corn in the spring. 
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Mr. Moore. You are not producing any more corn in 1959 in this 
area than you produced in 1956, to which these figures apply ? 

Mr. Lerrter. I don’t think so. But they contract for so much corn, 
and that it what they take, and that is all. 

Mr. Moore. And you think production in no way reflects this loss 
per ton that you are now incurring? 

Mr. Lerrter. I don’t believe so. 

Of course, the other commodities that we raise may be lower, and 
it would tend to have people turn to something like this in order to 
get all they can out of it. 

Mr. Moore. In other words, corn finds itself in a competitive posi- 
tion, perhaps? 

Mr. Lerrver. That is right. 

Mr. Moore. Which could account for some of this reduction, or 
some of this loss that you refer to? 

Mr. Lerrier. It could. 

Mr. Moore. Not only these practices that you allude to, but those 
which I have just stated also. 

I think generally, Mr, Chairman, all of us on the committee very 
much agree with our witness’ philosophy, the preservation of the fam- 
ily farm. We were engaged in hearings in San Francisco, endeavor- 
ing to preserve the independent grocer. It seems wherever we turn in 
this country now we are faced with a situation such as here, the small 
family farm, there the independent grocer—it is an endless task we 
seem to be facing in all forms of our society. I think we are all sym- 
pathetic in wanting to do something about it, and appreciate very 
much your coming here as a witness and making this very fine state- 
ment, 

Mr. Lerrier. Thank you. 

Mr. Roosevetr. Mr. Brown? 

Mr. Brown. Mr. Leffler, this is an excellent statement. I take from 
it that you depend upon livestock operations for substantial portions 
of your livelihood; is that correct ? 

Mr. Lerrier. Yes. Like I mentioned, we use all our own feed which 
we produce. We don’t sell any. We put it through livestock and 
market it that way. Although we do raise sugar beets, potatoes, and 
beans. 

Mr. Brown. Now, in the other fields, in industry, for example, we 
have laws in this c ountry which say that a man will not be permitted 
to live and labor for less than a so-called living wage—$1 an hour, or 
in some fields a little less, in intrastate matters. 

There is no such law that applies to you, is there? 

Mr. Lerrier. We have found that out many times. 

Mr. Brown. You are just at the mercy of whatever somebody wants 
to pay you at a given time on a given day ? 

Mr. Lerrier. That is right. 

Mr. Brown. Now, the ‘Congress, through the years, has tried to 
approach the matter of giving you a living wage by placing a mini- 
mum price, support price, so- called, on some of these commodities you 
produce. Now, is there no support price on silage? 

Mr. Lerruer. There is not. 

Mr. Brown. Therefore, on the open competitive market, with no 
support price at all, you just have to take whatever the feeder wants 
to pay you, right? 
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Mr. Lerrier. I wouldn’t even call it competitive in our area 

Mr. Brown. It is not a competitive market. 

Now, when you go to sell your livestock, there is no support price 
on your cattle either, is there? 

Mr. Lerrier. That is right. 

Mr. Brown. So everybody else seems to have a minimum wage 
but you; is that right ? 

Mr. Lerrier. That is about right. 

Mr. Brown. Now, to approach that, other than the support price 
method, maybe there are some adjustments that could be made to give 
you a free enter prise competitive system. 

For example, you are competing with some feeders, big feeders not 
necessarily the ones you mentioned. 

Mr. Lerrier. That is right. 

Mr. Brown. Who use feeding operations as a tax loss matter; is 
that not correct ? 

Mr. Lerrier. They can, yes. 

Mr. Brown. In other words, are there not some investors in this 
country who invest in cattle, take an operating loss, and then wind 
upa few years later with ac apital gain? Is that true? 

Mr. Lerrier. That could be true, yes. 

Mr. Brown. Now, you can’t feed for an operating loss, you have to 
depend upon it for your livelihood, don’t you? 

Mr. Lerrier. That is right, from day to day. 

Mr. Brown. You are not interested in any tax advantage ? 

Mr. Lerrier. No; in our operation it would be pretty hard to work 
into. 

Mr. Brown. So how do you feel about this competition of people 
not in the farming business, who go into operations of this kind, with 
the purpose and the intent of taking an operating loss, deductible 
from their incometax. Do you think that is fair competition ¢ 

Mr. Lerrier. No, it is not. 

Mr. Brown. Now, in the case of these integrated operators, such 
as you mentioned, is it your opinion that they are not only in a posi- 
tion to force your prices down, and, therefore, make a profit on their 
livestock feeding operations, but also to charge whatever the traffic 
will bear to the consumer at the retail level? Is that right? 

Mr. Lerrier. I think that is correct. 

Mr. Brown. That is a case of getting it going and coming. 

Mr. Lerrier. And I am in between. 

Mr. Brown. Certainly there must be a better way of doing it than 
this, if we want to preserve the free competitive enterprise system, 
for the American farmer on an equal basis with industry where there 
are minimum wages and other means of industry protecting their 
profit. 

Incidentally, I think it is very significant that in the last 7 years, 
industrial profits and wages are up more than 30 percent, =a farm 
wages and profits are down 32 percent. 

Mr. Lerrier. Thank you. 

Mr. Brown. Thank you, Mr. Chairman. 

Mr. Roosrverr. Senator Carroll. Mr. Chairman, I think in view of 
Congressman Brown’s questions and responses by the witness, I 
cert tainly—that certainly clarifies the situation at least in my own 
mind. 
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Would you care to make a comment on country sales? 
Mr. Lerrier. Well, the fact is this is the only sale I made outside 
of one about 10 years ago—this one I mentioned in here. And I my- 
self am strictly against it. I think we need a central market, and 
somebody to represent us at this market, from a commission man’s 
standpoint, that knows how to cope with a well-trained, and a man 
with long experience, which the sadiehacrer employs. 

Senator Carroty. As I under stand your testimony, with the cen- 
tral market, you have more confidence in the system of shrink—it will 
be to the benefit of the feeder? Is that your testimony ? 

Mr. Lerrter. I think so. 

Now, Mr. Pexton mentiond this shrink basis, that these cattle are 
weighed at 7 o’clock in the morning, the worst time that could be to 
weigh cattle with a 4 percent shrinkage. Well, these cattle I men- 
tioned here, which I shipped the following week, were weighed in the 
afternoon, at their full time. And still shrink less than those that were 
weighed at home. 

Senator Carroti. Do you have any specific suggestion to the com- 
mittee, for the record, about this financing or credit, how you think 
the Government might be of help ? 

Mr. Lerrier. Well, if the local banks can’t handle it or won't, I 
think the Government should set up a loan program for the smal] 
operator to feed cattle on. 

Senator Carroty. What would be the nature of that loan program? 

Mr. Lerrier. Well, I don’t think it should go way up there to make 
a big one out of a small one—only on a family type basis. 

Mr. Roosevett. Would the Senator yield ? 

Mr. Lefller, you know there is such a thing as the Small Business 
Administration, which makes loans to small businessmen. Would 
you consider that it would be reasonable for this committee to con- 
sider as to whether or not a farmer or rancher, as you would like to 
be described, should not be included in the definition of a small 
businessman ¢ 

Mr. Lerrter. I do. 

Mr. Roosevetr. And if so, that possibly Congress might look into 
authorizing the Small Business Administration to set up this kind 
of a loan operation just as they make disaster loans for flood condi- 
tions and various other things, which are certainly not directly related 
to the operating of a small business. Would this be in your opinion 
a reasonable approach ¢ 

Mr. Lerruer. I think it would be helpful. 

Mr. Roosrvett. Thank you, Senator. 

Senator Carrott. May I go back to one more point, and see if I 
understand your testimony. 

There through your years of experience, you are confronted now 
with this volume purchasing power of great financial combinations 
who have depressed your crop in a sense, your feed, and at the same 
time they control the market. 

Mr. Lerrier. Yes, that is right. 

Senator Carrott. Do you have any observation why, based on your 
long experience—what is happening to the retail price? 

Mr. Lerrtrr. Well, that is pretty hard to explain, but just like as 
has been mentioned here before, speaking of cattle sales in the coun- 
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try, they spoke of a 4-day market instead of a 3-day, which we only 
have now actually. And I did ship cattle a time or two on that last 
day of the week, or Thursday, let’s call it, and they wouldn’t hardly 
look at the cattle because they had plenty on hand which they pur- 
chased in the country, and thereby we had to take a loss on those ship- 
ments that particular day. And they say they had plenty cattle. They 
might have had. But still they buy them at a reduced price. 

Senator Carrotu. I think following the observation made by my 
colleague here, the Antimonopoly Committee of the Senate is running 
into the same problem, too. 

We have been in the milk situation in Missouri, and we found the 
same concentration of economic power, slowly squeezing out the inde- 
pendent dairymen, and some of the people who deliver milk. And 
this, of course, is a very serious problem—just how to meet it. Of 
course—I say to the chairman, everywhere in Colorado, for the last 
2 or 3 years, where I have been paying special attention to it, the pro- 
ducer is caught in the squeeze, and he cannot understand, and I think 
this committee could render a great service if we could find out what 
the answer to this price spread is. 

It seems to me—and I would like to have your own observation on 
this—if a national wholesaler, who is also in the retail business, is able 
to maintain feedlots, it would seem to me that he would also be able 
to control the retail outlet price. And if his purchasing power de- 
presses feed, controls the market, and also controls the retail outlet— 
this may have been implicit in Mr. Pexton’s remark when he said the 
retail outlet-—maybe it is in this group where the tremendous profits 
aremade. Ioffer that asa suggestion. 

Do you have any observations about that ? 

Have you studied this? 

Mr. Lerrter. Well, I wouldn’t say just which group is making it. 
But I could say this. Supposing the big operator was in trouble, mak- 
ing a profit. All he has to do is reduce the price of feed, and on that 
basis alone it would be a nice profit, wouldn’t it—if he would come out 
on that? 

Mr. Brown. Would the Senator yield? 

In this spread, I judge from previous hearings we have had that it 
is not just a case of profit at the retail level—it includes added costs of 
operation. And I personally am very concerned about this fact—that 
our retail distribution of food is becoming an inefficient and expensive 
way of doing business—in addition to added cost and increased prof- 
its—and that may well be a big part of the whole problem. But at any 
rate, you are the man at the bottom of the totem pole who suffers, 
because you have no way of protecting yourself. 

Mr. Lerruer. That is right. And our costs have increased at the 
same rate. 

Mr. Brown. And you are the most efficient person in the whole out- 
fit, maybe, and you are not getting any profit for it. 

Mr. Lerruer. We like to think so, or we couldn’t eat. 

Mr. Brown. I think it is a matter of record, that our agricultural 
efficiency has improved so tremendously in the last decade or two 
decades, that it really is the marvel of the world. Russia can’t even 
begin to equal that. But they are sure equaling some other things. 
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Mr. Roosrvetr. Mr. Leffler, we want to thank you very much for a 
very fine contribution to the committee. At this time we will excuse 
you. 

Mr. Lerrier. Thank you. 

Mr. Roosrvetr. The committee intends to recess a few minutes after 
1, or about 1 o’clock. But because the next witness, who is in a hurry 
to get away, we will start with him now, and then perhaps complete 
his testimony immediately after lunch. 

So, if Mr. Lloyd Needham, who I understand is accompanied b 
Mr. Killick and their attorney, Mr. Pewett, would come forward, 
we would be glad to hear you at this time. 

Mr. Needham, I understand both you and Mr. Killick may testify. 
And your counsel, however, will not testify, but merely advise you. 

May I ask Mr. Needham and Mr. Killick to raise your right hands, 
please ? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Neepuam. I do. 
Mr. Kitxick. I do. 


TESTIMONY OF LLOYD NEEDHAM, VICE PRESIDENT, NATIONAL 
INDEPENDENT MEAT PACKERS ASSOCIATION, AND VICE PRESI- 
DENT, SIOUX CITY DRESSED BEEF, INC., SIOUX CITY, IOWA; AC- 
COMPANIED BY JOHN A. KILLICK AND MR. PEWETT, ATTORNEY 


Mr. MacInryre. Mr. Chairman, I think the record should show Mr. 
Needham is here from Sioux City, Iowa, under subpena. 

Mr. Roosrvetr. The record will so show. 

Mr. Killick, however, is not under subpena, but Mr. Needham is 
here under subpena, and desired to bring Mr. Killick with him, and 
the committee is happy to accommodate them. 

Mr. Needham, do you want to proceed, sir? 

Mr. NeepHam. Yes, sir. 

Chairman Roosevelt and members of the subcommittee, my name is 
Lloyd Needham. Lam vice president of Sioux City Dressed Beef, Inc., 
Sioux City, Iowa, which operates a beef killing plant in Sioux City 
with a normal volume of 5,400 cattle per week. 

I also am president of Sioux City Dressed Pork, Inc., which operates 
a hog killing plant in Sioux City, with an average kill of 25,000 
head per week. 

These companies are members of the National Independent Meat 
Packers Association and I am one of the vice presidents of the associa- 
tion and a member of its board of directors. 

I am accompanied today by Mr. John A. Killick, of Washington, 
D.C., who is executive secretary of the National Independent Meat 
Packers Association, and by Mr. Edwin H. Pewett, of Weaver & 
Glassie, Washington, D.C., who is general counsel of the association. 

I am appearing here today in response to a subpena served on me by 
the subcommittee. When I made inquiry of your general counsel, Mr. 
MacIntyre, he told me recently that you would desire me to testify re- 
garding the credit “squeeze” which is being applied to the independent 
yacker today between his purchases of livestock, on the one hand, and 
his sales of dressed meat to his customers, on the other hand. 
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Accordingly, I have prepared on this important subject a brief state- 
ment whic h. with your permission, I would like to read to you. This 
statement is based on my own experience in the operation of our com- 
panies in Sioux City. However, I am advised that many small meat- 
packers are facing the same serious problem relative to transactions on 
credit, and are gr ‘avely concerned lest it grow to such proportions as to 
eliminate them as independent businessmen. 

Independent packing companies such as our own, which are located 
on terminal livestock markets, have to figure on buying a week’s supply 
of livestock in roughly the first : 314 days sof the week. These purchases 
must be made on Monday, eet Wednesday and, because usually 
there is a light run on Thursday, ‘an only be considered one-half 
day. We are compelled by veseck exchange rules to pay for our 
purchases of livestock by 10 a.m. the day following purchase. 

Mr. Roosrverr. Mr. Needham—why are these 314-day schedules 
set up, in your opinion? That is, instead of having it over the full 5 
days. 

Mr. Neepuam. I think that has been brought about by the fact that 
the whole personnel of the market is not there, and I think it has been 
caused by the packers themselves, in times past, when we got into this 
314 day pattern—Monday, Tuesday, and Wednesday, all order buyers 
are in, and due to geographical differences—I think that has been the 
biggest cause of it. 

Mr. Roosrverr. In other wor ds, it is not the farmer or the grower 

or supplier. He would be av ailable to come in under a 5- -day market. 
But it is the packers who have brought this about. 

Mr. Neepuam. I think that is right. 

Mr. Roosrvett. Thank you, sir. 

Mr. Nreepuam. This means that in order to have enough likestock 
to finish out our full week of operations, and to have enough left over 
to run our plant until noon Monday of the next week, we have to 
carry an enormous amount of livestock inventory from Thursday 
until Monday. 

In order to give you a better picture of this credit squeeze to which 
I refer, I will give you some facts as to our own operations. On some 
days, when livestock receipts are heavy, we will purchase as much as 
$1 million worth of cattle in 1 day. Now here is where the squeeze 
comes in. As I have said, we must pay for our cattle the next morning 
after purchase, but a large number of them cannot be killed for several 
days. After these cattle are killed and chilled they are loaded by rail- 
road cars and trucks and shipped principally to chainstores and to 
jobbing houses which in turn sell to chainstores and hotel supply 
houses. If our customers paid us for these shipments as promptly as 
we must pay for the cattle we buy, obviously there would be no real 
problem of credit. However, this is not the case and we must aw: ait 
payment for extended periods during which our capital is tied up in 

sales on credit. 

Pursuant to the request of the subcommittee, our bookkeepers pre- 
pared a breakdown of the sales on credit by Sioux City Dressed Beef 
to each of six chainstores during the calendar year 1958 and the first 
half of 1959. This breakdown shows by customer (1) the date of each 
shipment or billing, (2) the destination of the shipment, (3) the dollar 
amount billed and (4) the date on which we received the customer’s 
check in payment for the shipment. 
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As the breakdown shows, in the case of one chain the longest time 
between billing and payment for a shipment was 22 days, the average 
time was 13 days, and the shortest time was 7 days. 

In one instance, another customer had not paid us until 31 days 
after the shipment left our plant. The average period between ship- 
ment and payment, as to all six customers considered together, was 
almost 11 days. 

In view of the tremendous quantities of meats sold at retail today 
by the chainstores, and assuming that our experience on credit sales 
to thes chains is typical, it is readily apparent that the independent 
meatpacker who supplies meats to these chains on credit over such 
lengthy periods, but who must pay for his own purchases of cattle 
within 24 hours, faces a real problem in financing his operation. The 
necessity of extending substantial amounts of credit over lengthy peri- 
ods to chainstores has not come about overnight. It isa problem which 
has been with the packer for some time. However, as the chains have 
increased their share of the retail market, these demands for credit 
have reached tremendous proportions far beyond what an ordinary 
should be called upon to extend. Moreover, since these buyers do have 
such a large part of the available business, the packer really has no 
choice but to sell to them or to jobbers who serve them. 

I also want to state that our draft-paying experience shows that a 
10-day average is normal in having our drafts paid by our jobber 
accounts. 

We are able to get credit for our sight draft bills of lading immedi- 
ately from our local banks and we pay 6 percent interest on the time 
that the drafts are outstanding. 

The real squeeze is applied by the chainstore that. refuses to let us 
draw a sight draft with bill of lading attached on their purchases. 
This is not true of all chainstores but a large percentage of the chains 
insist on open account. 

Our sobbing accounts are not able to pay their sight drafts because 
of the credit they have to extend to chains and hotel supply houses. 

In an effort to finance our own operation, we do business with the 
four major banks in Sioux City. However, their legal lending limits 
run between $120,000 and $160,000 each. Accordingly, as you can see, 
we can run out our bank lines of credit in just 2 or 3 days. 

We have had to stop buying livestock at certain times because we 
ran out of working capital. This is not merely bad for our own busi- 
ness. It is bad for the livestock market in our area. We believe it 
hurts the cattle producer a good many times during the year. 

Our concern about this credit situation increases as we see the large 
chains repeatedly merging with smaller chains. We are wonderin 
what will happen to us when so much economic power is concentra 
in these chains that they can dictate a credit policy to their suppliers. 

We already are financing the meat business in which we partici- 
pate, not merely at the level of distribution in which we ourselves 
operate, but all the way along the line from producer to consumer. 

The chains get their money from the consumer when the house- 
wife leaves their place of business, but the packer has to carry the 
chainstores for 10 or 12 days on an average, if our experience is typical. 

From my own personal observation I would estimate that the aver- 
age chain market operator would not have on hand at the end of the 
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week more than 15 percent of the meats purchased and received by 
him during the week. If so, this is strong evidence that we are doing 
unnecessary financing of the meat business. The profits of the pack- 
ing business, when compared to the chainstore profits, show quite a 
ditferential. 

There are several avenues of approach to this problem which might 
prove feasible, but one type of relief for the packer on this credit 
problem which we feel might be more readily applied near the source 
of the stream of distribution would be to give the packer 48 hours to 
pay for his purchases of cattle instead of 24 hours as now required 
by most livestock exchanges. While this would not provide all the 
relief that is needed, it would provide substantial rehef. Since the 
packer has to buy most of his week’s supply in 31% days this revision 
of livestock exchange rules would reduce the packer’s operating cap- 
ital requirements by a large amount. 

On several occasions I have conferred with the representatives of 
the Department of Agriculture who have the duty of enforcing the 
Packers and Stockyards Act and have explored with them the possi- 
bility of obtaining a revision of livestock exchange rules to provide a 
48-hour limit on payment for livestock purchases. They seemed to 
be agreeable to the proposed 48-hour limit or at least to a rule such 
as is now applicable to market agencies under which such market 
agencies must pay for livestock by the close of the next business day 
after purchase. 

However, the livestock exchanges are unwilling to adopt this 48- 
hour limit unless the Department of Agriculture will issue regula- 
tions under the Packers and Stockyards Act which would require all 
packers to be bonded with respect to their livestock purchases. 

The packers and stockyards enforcement people in the Department 
of Agriculture told me that some years ago they did seek to require 
such bonds of packers but were taken to court and lost the case. I 
understand the case to which they referred is United States v. Roberts 
& Oake, decided in 1933 by the Seventh Circuit Court of Appeals, 
the opinion being reported at 65 Fed. 2d 630. Accordingly, we have 
had a stalemate in the matter of the 48-hour limit regulation. 

Senator Carrotu. Mr. Chairman, may I interrupt here to ask a 
question of the witness. 

Is there any reason why such a bonding arrangement couldn’t be 
voluntarily entered into? 

Mr. Nrepuam. I have volunteered on our own market, to give a 
bond, to have that privilege, but they look on it collectively. 

Senator Carroti. Would this be an undue hardship on an in- 
dependent packer to establish such a bond ? 

Mr. Neepuam. I cannot see where it would be. 

Senator Carrotu. Do you know what the reason of the rule is of 
the livestock exchange where they place this limitation on credit? Is 
it a financial question for security ? 

Mr. Neepuam. I think it gives them more security, because if it— 
the rules are that if you don’t pay for your cattle at that time, they 
have the privilege of posting your name on the board there, and in- 
stead of getting saniagtte for 2 days, they will only get caught for 1 
day at least. 
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Senator Carroty. Would a sensible solution be to enter into a 
voluntary agreement on the bond? What would be the objection to it? 

Mr. Neepuam. I wouldn’t have any objection to it. 

Senator Carro.u. Has this ever been presented—the voluntary bond 
concept—to the Department of Agriculture ? 

Mr. Neepuam. No. I only did it at the local level. 

Senator Carroiu. Could the local group modify the regulation— 
this restriction of credit ? 

Mr. Neepuam. I think they could. 

Senator Carrouu. That is all. 

Mr. Brown. If it were done that way, would it then shift the 
burden of the credit onto the livestock auction or commission people, 
rather than on the packer ¢ 

Mr. NeepHam. Would it then shift the burden ? 

Mr. Brown. Yes. In other words, if you are going to have 48 hours 
to pay—I am assuming that the producer wants his money the minute 
he brings those cattle in there. 

Mr. NreepHAmM. Well, in some instances. But on a terminal market, 
the float on the producer’s proceeds is tremendous in these banks. 
It is tremendous. Then I go over and borrow and pay 6 percent. 

Mr. Brown. Thank you. 

Mr. NreepHam. Since beginning the preparation of my statement, 
I have learned that the Department of Agriculture is, in fact, pro- 
posing a modification of the “prompt payment” regulation admin- 
istered by the Packers and Stockyards Section. This has been pro- 
posed so recently that we have not had an opportunity to study the 
full implications of it. 

During your committee’s current study of small-business problems 
in food distribution we hope you can find some means of solving this 
credit problem which plagues the small packer today. Unless it can 
be solved soon, we believe the constantly increasing concentration of 
buying power in the chainstores conceivably could endanger the very 
existence of the small packer as an independent small businessman. 

Let me give you what I am talking about in terms of our own 
operation. We kept a freezer stock of boneless beef on hand for a 
particular chainstore customer. We kept about 30,000 pounds in 
the freezer and this customer drew from 5,000 to 15,000 pounds per 
week for about 1 year. This meant that we were tying up our money 
in this meat and paying the freezer charges but we were glad to do 
it on the theory that we were assured of an outlet. 

From June 1, 1959 we received no further orders from this customer. 
After about 3 weeks we telephoned the customer and asked why no 
further orders for this beef were being placed with us. We were told 
that for the time being at least the customer was able to buy imported 
Irish beef cheaper. I mention this simply as an example of the trend 
toward such tremendous buying power in the chains that they can 
dictate credit and service policies. 

Let me give you another example to demonstrate how the concentra- 
tion of buying power in the hands of a few customers enables them to 
dictate the selling policies of their suppliers. The chains already are 
dictating to their suppliers the amount of in-transit shrink they will 
allow on shipments of meat to them. In most cases they have dictated 
one-half of 1 percent shrink although our jobbers, who are located long 
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distances away from us, will allow us three-quarters of 1 percent in- 
transit shrink. In a good many cases it is impossible to transport the 
meat over long distances and keep in line with the chains’ policies on 
shrink. We have actually had to give them some weight on meat leav- 
ing our plant in order to comply with the rigid and unrealistic in- 
transit shrink which they will allow. 

When I try to persuade a chainstore customer to make payments 
for its purchases more promptly, I usually get the stock answer about 
what a good financial statement it has and not to worry about its 
credit. I tell them I am not a bit worried about its credit; I am only 
worried about our own credit situation. 

As I have stated, this credit squeeze also is adversely affecting our 
terminal markets by forcing packers to stay off those markets on 
certain days because their capital is tied up in merchandise sold on 
credit to the chains. In saan situations the packer may go into a 
country area and buy direct from the producer. This is because any 
packer who operates 1n a country area an buys direct from the producer 
will have a certain amount of “float” through country banks. This 
“float” gives him at least a measure of ability to continue his buying 
operations and, if he cannot buy through the terminal markets, he has 
little choice but to turn to the country areas. 

If the packer constantly is in a money squeeze he probably will tend 
more and more to make his purchases direct in the country area where 
he finds some relief from his shortage of working capital. In my 
opinion, this situation is not a good one for the whole livestock and 
meat industry. Central public markets are where prices are deter- 
mined by competitive bidding and this method is the only way to 
develop a true market value. I think it very important that this 
method of marketing be preserved. It assures competition for the 
benefit of both the producer and the consumer, not to mention the 
packer. 

There is another trend in the industry which causes us considerable 
concern and to which the credit situation I have described may be a 
contributing factor. I refer to what is sometimes called the backward 
integration of the chains into the meatpacking business. There has 
been quite some growth in the last few years in this area of chain- 
stores operating beef killing plants. 

You may ask why, when chainstores are enjoying as much credit 
from the packers as they are, they would drift into the meatpacking 
business themselves. These chainstore packers have to pay for their 
supplies of cattle the same as anyone else. However, if they kill only 
part of their own supplies of cattle and then use the independent 
packers’ own money to compete with them, it makes a pretty tough 
situation for the packers. 

So we must look at these main things that alarm us. How can we get 
around the credit squeeze that faces us today? Something must be 
done. 

We think we should have 48 hours in which to pay for livestock on 
terminal markets. 

We think that chainstores should not dictate our credit policies. 

We think that chains should not be allowed to own and operate 

acking plants while using the credit that they demand and obtain 
rath us to compete against us. 
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We do not fear legitimate competition. We can stand on our feet 
on an equal basis with anyone. 

We appreciate the interest you are showing in our problems and 
sincerely hope that you will be able to devise means by which we can 
obtain relief. 

Thank you. 

Mr. Roosevett. Mr. Needham, you have brought some very inter- 
esting and challenging problems to the committee. We are certainly 

ateful. I am sorry to have to inconvenience you but the committee 
is going to have to recess now for the lunch period, but we will re- 
convene at 2:15, and if you will be present, you and Mr. Killick will 
be the first witnesses at that time. 

The committee will stand in recess until 2:15 this afternoon. 

(Whereupon, at 1:15 p.m., the committee recessed to reconvene at 
2:15 p.m., the same day.) 


AFTERNOON SESSION 


Mr. Brown (presiding). The committee will be in order. 
Mr. Lloyd L. Needham was on the stand before we left. 
Mr. Needham, if it is satisfactory with you, we will proceed by 
asking counsel if he has any questions. 

Mr. MacIntyre. Mr. Needham, in the course of the presentation of 
your statement, you made reference to a breakdown that your book- 
keepers had prepared of sales of dressed beef on credit to each of six 
chainstores during the calendar year 1958 and the first half of 1959. 
Also you indicated that the breakdown makes a showing by customer, 
date of each shipment, billing, the destination of the shipment, the 
dollar amount billed, and the date on which you received the customer’s 
check. 

You were, of course, expected to advise the committee regarding the 
names and other details of that breakdown. Can you now supply the 
members of the subcommittee with copies for their own information 
and not for the public record ? 

Mr. NrepHam. Yes, sir. 

Mr. MacIntyre. Because, as I understand it, you do not wish to 
divulge publicly the intimate details of your customers’ business in 
that way. 

Mr. Neepuam. That is right. 

Mr. MacIntyre. May we have a sufficient number of copies for the 
subcommittee members ? 

Mr. Neepuam. Yes. 

Mr. Brown. Mr. Needham, while we are going over this statistical 
information, could I ask you a couple of questions? 

When you say that “we think the chainstores should not dictate 
our credit policies,’ do you mean the national chainstores, or all 
chainstores ¢ 

Mr. Neepuam. Well, in these instances, with our own experience, I 
would call them national chains. 

Mr. Brown. In other words, are you able to maintain your credit 
policies with buyers who have what we call local chain operations? 

Mr. Neepuam. I don’t- happen to have any of that type of business. 

Mr. Brown. I see. Your business is almost entirely with the na- 
tional chainstores ? 
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Mr. Neepuam. That is correct. 

Mr. Brown. The net effect of your statement, the net impact of it, 
rather, is that these people are using your money to carry on their 
business ? 

Mr. Neepuam. That is right. 

Mr. Brown. Well, what specific recommendations would you make 
to the Congress in correcting that situation? Do you have anything in 
mind, something like the old regulation W on installment credit? Or 
do you want to go that far? 

Mr. Nreepuam. I don’t think we need to go that far. I don’t like 
to say that Congress has passed rules, we have to pay for our cattle 
the next morning, and say that the chainstores should. I think we 
should give them some credit. But nothing like we have been forced 
to in the past. 

Mr. Brown. Would it help if the basic organic law were changed, 
that is the one that permits the regulations that specify the 24-hour 
policy on paying for livestock would—would it help if we changed 
that to read that payments for livestock should be consistent with 
credit policies extended to buyers by a packer? 

Mr. Nespuam. I think—you are talking about meat buyers now ? 

Mr. Brown. I mean chainstores. 

Mr. Neepuam. Well, that would be wonderful, if we had an equal 
footing there. 

Mr. Brown. Would you object to just an amendment to the law 
that would say that—spell it out in terms of hours? Have the con- 
sistent satisfactory provisions, and then say not in excess of 48 hours? 

Mr. Neepuam. I don’t think we have to tie it down that much. I 
don’t think any packer would ask it to be tied down as close as they 
are, if we got the 48 hours to pay for our merchandise. We have been 
used to it. And if we got a 3-, 4-, or 5-day situation, we would be very 
happy with it. I wouldn’t want to tie our customers down to that, 
because in some instances we cannot get the merchandise to them in 
that length of time. 

Mr. Brown. This is what I needed to know, because I wanted to 
make sure I understood what you were recommending in the way of 
something that would correct this business of chainstores dictating 
credit policies. 

In other words, you think that it can be handled by customers if 
you can get the 24-hour regulation changed to 48 ? 

Mr. NreepHam. That would be one avenue. That would help us 
some. But that is not enough. We have got to have some lever to 
get faster movement of this money back to us. This 10 or 12 days— 
there are not bank lines big enough to take care of everyone. If it was 
big enough to take care of you, then the W-2 would be breathing down 
our neck. 

Mr. Brown. I notice in the information supplied the committee, 
that credit terms to one company, extended by you, ran as long as 31 
days, and to another 21, to another 22, to another 20, and 19. 

Now, when you mentioned 13 days, and so forth, you were just 
striking an an 

Mr. Neepuam. This was an average; yes. 

Mr. Brown. Now, could you give us a specific recommendation in 
that ? 
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Mr. Neepuam. Well, I think that as long as—I might be getting 
off on a tangent here that I don’t know what 1 am talking about. But 
in this last push of FTC and the B & S people, there ought to be some 
area in there where they could decide on a credit basis on that meat, 
and tie it also to our paying for livestock, together. 

Mr. Brown. In other words, establish ‘regulations on the purchase 
of livestock that would be consistent with credit extended to your 
customers ¢ 

Mr. Neepuam. Right. 

Mr. Brown. Well, one thing that strikes me about all this is that in 
other studies that we have made on the availability of capital to busi- 
ness concerns, we have found that capital is more available to the big 
chainstores than it is to the local operators—you know, not the neigh- 
borhood store, but the local chain with four or five supermarkets. And 
yet you say it is the national chains that are using your credit. Do 
you think credit is more available to them? Is capital more available 
to them than it is to you? 

Mr. Neepuam. When they operate on a national scale, and they are 
in cities where banks are large enough that their legal lending limits 
are charged, I would certainly think they would have better access to 
money. 

Mr. Brown. They also have access to insurance money funds and 
equity capital. And yet they are using your money to operate on. 
That is a remarkable instance of economic power. 

Mr. Moore. 

Mr. Moore. Sir, this has not been brought about has it, because of 
this great concentration of buying power in the large chains? This 
is something you dealt with when you were supplying, if you ever 
were as a company supplying, small independent grocers, wasn't it? I 
mean this is the law. This is not something that by virtue of the big- 
ness of these chains—I am talking about this is the law, the relation- 
ship of you between the guy that sells you the cattle, the 24 hour 
period of time you must deal with there, that is the law? 

Mr. Neepuam. Yes. 

Mr. Moore. And this unreasonableness, as far as dictating credit 
policies, by virtue of your business, wherein you rely so much upon 
the large chains, isn’t that something that you have simply had to deal 
with as a result of the type of business you are in? If your business 
was more diversified, wouldn’t you have a little elasticity, financially, 
more than you now have? 

Mr. Neepuam. Well, I don’t know how much more we could be 
diversified. 

Mr. Moore. Well, who do you sell to besides the chains ? 

Mr. Neepuam. Jobbers, who in turn, most of them, supply chains. 


And we have the same slowness through the jobbers, because they 


don’t get their money. 

Mr. Moore. Asa result of the chains? 

Mr. Neepuam. Right. 

Mr. Moore. Well, why is this? Is this just an arbitrariness upon 
the part of the chains? 

Mr. NeepHAm. Well, all businesses that went into volume production 
today, whether it is stock level or the packinghouse level, we operate 
on a volume business. And we have just run into a point where it 


té 


Ss 


oo 


ca 


ee ee a 





SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 1131 


takes more money to operate than is available with this big spread in 
credit. , 

Mr. Moore. When did you start running into this? 

Mr. Neepuam. Well, it has been growing over the last 15 years. 

Mr. Moore. As you have been growing as a company ? 

Mr. Nerpwam. No. It has been growing due to the shift from the 
small. For instance, if we had a mall customer and he was slow on 
paying, we didn’t stay with him anymore. But you don’t have that 
choice of customers today. At the rate of mergers that are going on 
today, if they keep going like they are, it is only a matter of a few 
years that we have about 12 customers in the United States. 

Mr. Moore. You envision this, then, that there should be some 
consistency. If you have to meet your obligations to the people you 
buy from in 24 hours, you feel the same should apply to the individual 
you sell to? 

Mr. Neepuam. I don’t think it has to be that tight. We are willing 
to give some credit. But nothing like we have had to. 

Mr. Moore. Do you have any ‘benefit at all through your banking 
connections that will sustain you with the kind of money you need 
over a period of time, without paying interest at rate of 6 percent ? 

Mr. Neepuam. I don’t quite follow you on that, sir. 

Mr. Moore. In other words, I understand that in your relationship 
with the individual you buy from, that he is underwritten at no interest 

‘ate, by the banks, until you pay him. I mean there is a period of 
time that he is not under the gun as far as money is concerned. But 
you are always under the gun, as I understand it, as far as the money 
you need to continue your purchases. 

Mr. Nerpuam. Well, now, would you be referring to the smallness 
of our legal lending limits of our banks there, in relation to the size 
of our business? You refer to being “under the gun” as far as the 
producers are concerned ¢ 

Mr. Moore. That is right. 

Mr. NeepHAM. Well, with this inventory we have to carry of live 
cattle, our legal lending limits of our local banks are so small that it 
has no relation to the size of our business at all. 

Mr. Moore. Well, then, can you give us some idea of what you are 
talking about in time? You say you don’t want to make it as tight as 
1 have suggested. What do you have in mind as to time? 

Mr. Nerpuam. It should be 7 days or less. It should not be over 
7 days. Weekly terms have been the rule for years and years in the 
independent business. 

Mr. Moore. I see where one of the stores that you do quite a bit of 
business with, the average days in 1958 were 8 days. The average 
days in 1959 were 7 thus far. 

Mr. NerepHam. That is on drafts—isn’t that right? 

Mr. Moore. I am just alking about—no, I am talking about days. 
It is page 1 of this confidential chart. The number of days reflected 
on the chart before me, over the average over the 1958, was 13 days, 
shortest period of time was 8 days. 

Mr. Neepuam. It so happens that a very small segment—that is a 
very small segment of our business. 

Mr. Moore. Then again, that points up the fact that when we talk 


about unreasonable credit demands by chainstores, we are not quite 
correct, are we? 
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I will follow that up by saying that page 1 represents all the busi- 
ness you do with chainstores, doesn’t it? 

Mr. Neepuam. It did for that period, yes. 

Mr. Moore. Well, that is correct, the prtiae 1958-59. And you 
just have answered me that is a very small segment of your business. 

Mr. Neepuam. Of this one particular store. 

Mr. Moors. Then this doesn’t reflect all of the business that you do 
with these people, then, in that area ? 

Mr. Neepuam. Yes, it does. But this particular 7 and 8 days you 
are talking about is a small percentage of the business done on this 
whole category here. 

Mr. Moore. All right. Now, what category are we talking about? 
You mean of the class of buying ? 

Mr. Neepuam. Yes. 

Mr. Moors. Now, what percentage of your overall business is re- 
flected on page 1 of this confidential chart? 

Mr. NeepHam. About 25 percent. 

Mr. Moore. Well, then, that still bears out that 25 percent of your 
business by the large chainstores indicates they are not the only ones 
causing all the problem. 

Mr. NeepHam. Well, I am sitting here and representing a lot of 
other small packers that run as high as 60 and 70 percent of their 
business is chainstore business. It so happens I am in a better posi- 
tion than they are. I have stayed away from it, for that very reason. 
But there is coming a day when I can’t stay away from it. 

Mr. Moore. Well, of course you—I want you to understand per- 
fectly well that I appreciate your problem, and I would like to find 
the answer to it. I have no ax to grind for large chains or against 
large chains in any respect. And if the responsibility for your prob- 
lems rests on the chains, I would like to see it spelled out clearly in 
these hearings. I assumed you were here simply as the president or 
vice president of the Sioux City Dressed Beef, and president of the 
Sioux City Dressed Pork, Inc. ? 

Mr. Neepuam. That is the only area I can give the true facts. I 
can’t go into another packer and ask him for his figures. 

Mr. Moors. But you have also stated that you are representing other 

eople. 
: Mr. NrepuHam. Yes. 

Mr. Moore. Who are they ? 

Mr. Nreepuam. They are some of my friends in the business, and 
some of them are going to testify here later. They have a lot worse 
condition than we have. 

Mr. Moore. As far as the credit picture? 


Mr. NeepHam. Yes—because they do more business with the chain 


than we do. 

Mr. Moore. I have no further questions. 

Mr. MacIntyre. Mr. Needham, this credit that you are finding it 
necessary to extend to the chains, if you didn’t have to extend it be- 


yond 48 hours, you would not be asking for any relief of any kind, 
would you? 


Mr. Neepuam. No. 


Mr. Moore. Well, that is perfectly obvious from his statement, Mr. 
Counsel. 
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Mr. MacIntyre. In other words, you would not be seeking to 


have your payments extended to 48 if you didn’t have to extend credit 
the other way ? . 


Mr. Neepuam. That is right. 

Mr. MacIntyre. And isn’t it your experience that part of this 
decentralization in the buying of the public market has been brought 
about in part by these practices to which you have directed your testi- 
mony; that is, the negotiations by the chainstores ? 

Mr. Neepuam. I don’t quite understand what you are trying to 
bring out, Counsel ? 

Mr. MacIntyre. Well, earlier this morning we had considerable 
testimony to the effect that there is a bypassing of public markets 
in the sale of livestock. 

Mr. NreepHaAm. Yes. 

Mr. MacIntyre. And somewhat a dispersal of the purchasing, so 
that competitive prices are not established ? 

Mr. NeepuaAm. That is right. 

Mr. MacIntyre. Now, isn’t it your experience as a packer that. part 
of that decentralization has been brought about by these pressures 
which are brought to bear on the packer by the chainstore buyers? 

Mr. Neepuam. It could be some of it, yes. 

Mr. MacIntyre. Will you testify whether or not it is your experi- 
ence that that is a fact? 

Mr. Nerepuam. There has been a time when it has been our experi- 
ence that we went to the country to buy livestock, due to a shortage of 
working capital which I stated in my previous statement. 

Mr. Brown. Mr. Needham, we certainly appreciate your help. 
Thank you very much for coming this distance to appear before the 
committee. 

Mr. NeepuHam. Congressman, may I elaborate—in pushing for time 
this morning—I would like to explain a little more about this 314- 
day market. I said the packer had caused it. That has been caused 
by, as I told you, area differentials of where cattle go—getting there 
at the right time. And that has been brought about by the labor 
unions—any Saturday work is time and a half. Lots of packing- 
houses didn’t open up until noon years ago, and some of them won’t 
work on Monday, and then they would work Saturday. Well, the 
labor unions have pushed that out of the picture, and that is another 
area that has brought that in there. 

When I say the geographical differences, if a commission man gets 
cattle in on a Thursday or a Friday, the order buyers who are a factor 
on any market might not have orders on that day, and the commission 
man has no way of knowing whether the local packers might support 
him or not. So if they don’t he has no one to turn to. And no one 
likes to carry cattle over. That has had a lot to do with making a 
314-day market. 

Mr. Brown. Thank you, Mr. Needham. 

Mr. Moore. Let me ask you this question: Are you indifferent of 
the 314-day market? Do you think it is justified for those reasons? 

Mr. Neepuam. No, I don’t. I ama big supporter of the Thursday 
and Friday market. And if you will look at the Sioux City receipts 


compared to Omaha on Thursdays and Fridays, you will see it does 
some good. 
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Mr. Brown. Would you elaborate on one point there. Are you tell- 
ing us that the labor union agreements with the packers call for a 
5-day week, is that right ? 

Mr. Nexepuam. Well, today any work on Saturday is time and a 
half, even if it was only the 20th or the 30th hour a man worked. It 
is all time and a half under any condition. They are trying to make 
it double time. So there are very few packinghouses work on Satur- 
day at all anymore. 

Mr. Brown. And in the collective bargaining agreements— in yours, 
for instance—Saturday work is time and a half even though it is part 
of a man’s 5-day schedule? 

Mr. Neepuam. Yes. 

Mr. Brown. What are your people working in your plants, aver- 
age ¢ 

Mr. NeepHam. About 54 hours. We work 6 full days, 10 hours a 
day. And then we work with what we call gange and a fifth, and they 
take a day off during the week. 

Mr. Brown. And for the 54-hour week, you have a union agreement 
to pay them time and a half 

Mr. Neepuam. Saturday—even if it was not over 40. Even if that 
day was not over 40 hours, we still have to pay them time and a half. 

Mr. Brown. So that is what you mean when you say that the labor 
unions have 

Mr. Neepuam. Yes, they have quite a bit to do with this. We used 
to have a 28, 30 hours a week guarantee, now we have got 36. They 
are pushing for 40. So there are a lot of contributing factors there— 
we are going tolive withthem. We have nochoice. 

Mr. Brown. Thank you very much. 

Our next witness will be Mr. John A.Killick. 




































TESTIMONY OF JOHN A. KILLICK, EXECUTIVE SECRETARY, THE 
NATIONAL INDEPENDENT MEAT PACKERS ASSOCIATIONS, WASH- 
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Mr. Kiuuick. My name is John A. Killick. I am executive secre- 
tary of the National Independent Meat Packers Association, the head- 
quarters of which is located at 740 11th Street NW., Washington 1, 
D.C. Our association is comprised of from an average of from 550 
to 600 members firms located throughout the entire United States, 
of which about 400 are meatpacking plants of all categories and vari- 
ations in size, the remainder being companies which sell supplies to our 
industry. As for the logical question—what is an independent meat- 
packer, our general rule of thumb is (although there are notable ex- 
ceptions) that our member firms consist largely of one plant slaugh- 
tering or meat processing operations serving a community or region, 
in contrast to meatpacking plants the products of which have na- 
tional or near national distribution. The meatpacking plants in 
NIMPA, by which name our association is more familintty known 
throughout the industry, and as such I will refer to it henceforward 
in this statement, range from establishments with as many as 2,000 
or more employees down to plants with as few as 20 to 30 persons em- 
ployed, about one-fourth of which plants operate under the Federal 
meat inspection service. 
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My appearance here today is voluntary. At this point if I may I 
would like to interpolate something which might clarify Mr. Need- 
ham’s position. He appeared here as an individual testifying under a 
subpena. At the meeting of our national board of directors, which 
was held last Thursday in New Orleans, the full board heard the 
statements which had been prepared by each of us, and concurred in 
the statements made therein. 

Mr. Brown. Thank you, sir. 

Mr. Kiruick. And is with the full knowledge and indorsement of 
the national board of directors of our association, which met last 
Thursday in New Orleans for our regular semiannual board meeting. 
It was the express wish of our board that I convey to the members of 
this subcommittee No. 5 of the House Small Business Committee its 
thanks for this opportunity to present views representative of the 
thinking of the independent member firms of the great meatpacking 
industry, and to report the hope of our board that constructive im- 
provement in the welfare and economics of our industry will result 
from the inquiry which you are conducting. 

At the outset I would like to emphasize the fact that our willingness 
to testify voluntarily does not stem from any desire to point an ac- 
cusing finger at any segment of the meat industry. We are realistic 
enough, objective enough and sufficiently mature to recognize that 
many of the problem areas which your subcommittee is investigating 
are the virtually inevitable outgrowths of what is tantamount to an 
economic revolution which extends from the production of livestock, 
through the processing and into the distribution of meat and meat 
food products. 

Our members are conscientiously trying to adjust themselves and 
their businesses to these new developments and new trends. To the 
extent that it is possible for them to do so, they would prefer to achieve 
these adjustments as individual competitors in a free enterprise system, 
and they are reluctant to seek new laws and new regulations: because 
perhaps no major industry in the Nation is as familiar as the meat- 
packing industry, nor as overburdened and restricted with laws and 
regulations. Nevertheless, they also recognize that you gentlemen are 
seeking the boundary lines whereas laws and regulations may become 
necessary to protect and preserve the free enterprise system. It is in 
this spirit that our appearance here today is made. 

We do not fear bigness of itself. We thrive, in fact, on fair com- 
petition, regardless of the size of our competitors as many of our 
independents are proving daily by their skillful use of such tools as 
flexibility, freshness, ingenuity, and imagination against their larger 
competitors. It is only where bigness is used as a bludgeon against 
which they can put up no defense, or raised as an obstacle which they 
cannot surmount, by themselves, that they would welcome a degree 
of protection. 

One example of an area where such a feeling of helplessness prevails 
has just been given you by Mr. Needham. In this instance, laws and 
regulations which were devised to protect livestock producers—have 
inadvertently resulted in injury to our industry, not because of any 
premeditated desire on the part of any other segment of the food in- 
dustry to do us harm, but because of the inability of the meatpacking 
industry, by virture of existing laws, to work its way out of this di- 
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lemma. We are pleased to note, too, that within the past 2 weeks, the 
Department of Agriculture, apparently recognizing an inequity, is 
promulgating a new regulation with respect to prompt payment. 

The essence of Mr. Needham’s statement was to show that what at 
present is no more than a trend—a few isolated instances of so-called 
backward integration—could, if permitted to continue, and to grow, 
lead to the eventual domination and control of the entire productive, 
processive, and distributive machinery of the meat industry. This 
is something which certainly the meatpacking industry would not like 
to see, and it is something which we feel the consuming public eventu- 
ally would not like. When a meatpacker with operations the size of 
Mr. Needham’s can be placed in an awkward position through this 
squeeze on his credit and can be dealt with so preemptorily by one of 
his major sales outlets, it should be indicative of the potential that lies 
in this field against many meatpackers whose operations are much 
smaller than his. And I might say parenthetically here that while it 
may seem incongruous to you gentlemen, in view of the volume of 
business Mr. Needham has disclosed, that he is, by the standards of our 
industry, a small packer, and certainly an independent packer. 

We do not come before this committee with sensational charges 
which would indict, in trial by headline fashion but which might not 
be able to be substantiated by facts, other segments of our industry 
team such as livestock producers, market agencies, retailers, and even 
other packers. In an industry the size of ours where margins are low, 
competition is rugged, and the stakes are high, certain reprehensible 
practices are bound to occur in every step from procurement to dis- 
tribution—even, let’s admit it, among certain meatpackers—but it is 
our sincere belief that no law can be devised which can wholly elimi- 
nate chiselling or unfair competition. It is our hope that NIMPA 
utimately can help to bring about the adoption of a code of ethics for 
our industry, a code of fair practice, call it what you will, to which 
public opinion will bring to bear the weight of enforcement. 

That goal, though, is not within view at the moment, which explains 
our willingness to cooperate with this subcommittee in seeking other 
avenues which will encourage the continued existence and growing 

rosperity of the independent meatpacker. We believe that the pub- 
icity given these hearings will, in and of itself, have a salutary effect 
on certain practices which our members would like to see curbed. 
Many of them would be reluctant to testify before you despite your 
guarantee of protection against retaliation, which we know was issued 
in good faith and in complete sincerity. They are, as I said at the out- 
set of my statement, not nearly as alarmed by bigness as they are by 
the unfair misuse of that bigness, about which some of them are 
aware by virtue of practical experience. There mere appearance at 
a hearing, even though under subpena, might be coincidental with the 
discovery that their product suddenly had become inferior or that 
there was not sufficient space on retail shelves to provide room for their 
products or brands. Some of them, you must remember, operate in 
localities wherein the outlets for their products to the consuming 
public have been reduced, through mergers, amalgamation—this very 
concentration of the distributive machinery which is presently under 
your scrutiny—to the point where they have little freedom of choice 
as to whom their products may be sold. 
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One of our packer members told me recently, for example, in strict- 
est confidence, of an instance wherein a meat market which his firm 
had served well, faithfully—and profitably for both the seller and 
the buyer—for nearly 30 years, had overnight ceased to be a customer. 
The grocer had suddenly decided, presumably for very sound eco- 
nomic reason, that he wished to take advantage of the chance to join 
a voluntary chain. One of the terms of that alliance, one of the rea- 
sons for it, in fact—I suspect—was that he would henceforward pur- 
chase his entire stock of groceries and meats from a central ware- 
house, to which our member could not sell because the warehouse was 
located across a State line and his plant was not federally inspected. 
Now, there was nothing illegal about what this grocer did, nothing 
dishonest, nothing even by present standards unethical. Yet I cite 
this as one further evidence of how this trend toward concentration 
of economic power is hurting certain of our members, if not driving 
some of them out of business—not because they’re not willing to 
compete, but because the opportunity to compete has been taken away 
from them by forces and circumstances far beyond their control. If 
we knew the answers to problems like these, we’d be glad to propose 
them. Because we don’t know the answers, we look hopefully to the 
inquiries and investigations being conducted by distinguished legisla- 
tors like yourselves to see if practical solutions can be found which will 
perpetuate the integrity and existence of that hard core of our entire 
free enterprise system, the small independent businessman. 

Mr. Brown. Thank you, Mr. Killick. I hope that out of these 
hearings we will come up with some sound, long-range solutions. Mr. 
Counsel, do you have any questions ? 

Mr. MacIntyre. No, sir. 

Mr. Brown. Mr. Moore. 

Mr. Moore. I would like to simply say, Mr. Killick, that I found 
your statement very complete, and a very good base for operations 
for us. Thank you for appearing before this committee. 

Mr. Kruzicx. Thank you very kindly. 

Mr. Brown. Next, Mr. Louis Bein. 

Mr. Bein, before you are seated, I wonder if you would raise your 
right hand. 

Do you solemnly swear that the testimony you are about to give this 
committee will be the truth, the whole truth, and nothing but the 
truth so help you God ? 

Mr. Ber. Ido. 


TESTIMONY OF.LOUIS F. BEIN, BERTHOUD, COLO. 


re If you will be seated—you have a statement, I under- 
stand ¢ 

Mr. Bern. I have a statement. It is presently being distributed. 

Mr. Brown. Fine. You just proceed in your own way. 

Mr. Bern. All right, thank you. My name is Louis F. Bein of 
Berthoud, Colo., which is a farming community 40 miles north of 
Denver. I am a graduate of Colorado University, where I majored 
in economics and business administration. At present I am a farm 
manager and supervise the operation of seven small feedlots that fin- 
ish about 2,000 head of cattle, and the same number of lambs each 
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year. I am also vice president of the Berthoud National Bank. Re- 
cently I served as president of the Colorado Cattle Feeder’s Associa- 
tion, and I am now chairman of the board of directors of this 
organization. 

There are two broad problems of the livestock industry that I should 
like to discuss with you gentlemen today: decentralization of the 
marketing of livestock, and the impact of packer and chainstore domi- 
nation. I feel that these two problems must be your concern, because 
I am certain that unless corrective measures are taken, the livestock 
operators will cease to be small independent businessmen. 

The first problem involves the decentralization of the marketing of 
livestock, and the crippling effect this has upon the ability of the pro- 
ducer of livestock to demand the full market value of his product. 
Historically, the livestock industry established throughout the coun- 
try central markets where livestock of all classes could be assembled 
to be bought by many buyers. The central markets were of such size 
that generally every class of livestock was represented and there 
were sufficient buyers always present to create a demand for every 
kind. Inasmuch as the bidding was uninhibited, competitive prices 
were established at these markets for livestock that became the criteria 
for livestock trading everywhere. It is this resolution of price that 
encourages the efficient pr oducers and eliminates those not so capable, 
with the consumer participating in the lowest cost to him possible. 

The central market for livestock then was a close approximation 
to the classical definition of a perfect market, other examples being 
the New York Stock Exchange and the Chicago Board of Trade. 
However, situations change. Innovations in “transportation and 
communication, changes in consumer preference, Federal grading of 
meat, considerations to the packinghouse workers, and the growth of 
mass ‘retailing systems, have all had an effect upon the central markets. 
A trend has set in as a result of these changes for the buyers of live- 
stock to leave the central market and intercept livestock either at col- 
lection stations controlled by themselves, or at the producer’s location. 
There are obvious advantages to both the buyer and seller, such as 
less marketing costs, better yields for the buyer, improved killing 
schedule for the packer, and the seller having better control of his 
sale. These points gender considerable debate, but are presented as 
one side of the coin. The disadvantages to the producer, or seller, 
are not quite so obvious, but are so insidious that unless a method is 
found to fill a vacuum created by this decentralized marketing, the 
producers of livestock will find themselves more and more obliged to 
enter integrated systems of either chainstores or of packers, and cease 
to be small independent businessmen. There is ovideens of this trend 
which I shall go into shortly. 

But first, I want to explain more fully the deleterious effect of direct 
marketing of livestock and more particularly livestock destined for 
slaughter. At each phase in the production of meat when the owner- 
ship « of the product changes there must be a resolution of price through 
bargaining. If there isa nearly perfect market, the price of the live- 
stock will not only be sufficient to cover the cost of production, but 
it will also serve as a guide for production. When packers say ‘they 
feed cattle themselves, or that they buy direct in or doe that they can 
obtain a certain class of livestock, such as weight or finish, they remove 





SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 1139 


the economic indicator to the livestock industry as to what kind of meat 
the consumer wants and is willing to pay the most for. 

To go on—the central markets are the price base for livestock going 
to slaughter regardless of whether the livestock are sold on or away 
from the central market. The livestock that are intercepted invari- 
ably are those of better values that would be top price establishing 
livestock if sold at a price basing point. However, in this instance 
price has been arrived at by using quotations that are increasingly 
made up from sales of either inferior livestock, or where there is in- 
different competition as a result of buyer dissipation. This defect 
might be overcome if competition away from the central market was 
active and price quotations could be quickly circularized. However, 
decentralized marketing does not lend itself to active bidding. Buyers 
of direct livestock naturally fall into a pattern of either dividing the 
territory or patronizing the same suppliers, so that the seller has little 
opportunity to compare each buyer’s ability to purchase. 

The effect of this is that the price structure is depressed until the 
average price is below the cost of production and producers start 
dropping out. The buyers then assert that they are not being ade- 
quately supplied and then must assume the function of the livestock 
grower, in all probability integrating the most efficient producers. 

About 2 weeks ago I purchased 2,000 lambs in southern New Mexico 
at Roswell. This is a rich intensive farming area supported by irri- 
gation. As a result, many lambs are fattened out in this area. I 
inquired how they sold their fat lambs. The people with whom I 
was doing business informed me that there was one regular buyer in 
the territory. I then asked if they could not use a few more buyers. 
They then told me that they succeeded in getting another buyer last 
year, but that he only took in half a dozen loads and never came back. 
‘Also when the local buyer bore down too hard someone would ship 
their fat lambs to a regular market, but this was an exception. In 
this instance, Swift was the local buy er. Another bad situation built 
up in the area around Worland, Wyo., in the past 3 years. In this 
instance the local buyer dominating the buying was Armour. The 
situation became so bad that the growers banded together and called 
in commission men from the Denver market to help them. 

Invariably when negotiations are entered to market livestock in 
the country, the price at the central market is used as a basis for 
striking a bargain. However, the selling conditions are not the same 
and the buyers have used this fact to extract concessions from the 
seller that are unrealistic. In most instances unless the livestock are 
hauled long distances or allowed to stand for long hours without feed 
or water, an arbitrary percentage is subtracted from the true weight 
of the livestock. In many instances this is greater than if the live- 
stock had been sane and sold on the central market. Another con- 
cession often given by the seller is to guarantee the yield of the live- 
stock when killed, or refund money for animals that might be con- 
demned on the killing floor, or have other defects. These are price 
concessions that are not allowed on the central market; and a buyer 
at the market allows for these possibilities in the price he bids. The 
buyer of direct livestock is then getting the benefit of the discount built 
into the central market price plus the country concession. It is no 
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wonder that buyers are enthusiastic about their purchases away from 
the central markets. 

Another form of direct marketing is the selling of livestock in the 
carcass weighed after killing. In this instance the reported whole- 
sale price of meat is used for bargaining. Wholesale prices as re- 
ported from several sources are an indication of the price trend and 
are not too accurate in establishing what a particular packer is selling 
his meat for, or what he is able to pay. It is probable that he 
would pay more if he were buying under competition. In computing 
the weight of carcasses sold under this method, it is customary to 
shrink the weight an arbitrary amount of 2 to 3 percent. The actual 
shrink of the carcass as it cools is nearer 114 percent. The one-half 
to 11% percent the seller losses in this manner could be $50 to $80 for 
each carload of livestock. A variation of this practice is for the buyer 
to bid a price that is formulated by converting carcass price to live 
price using an assumed yield for the cattle, the buyer being careful 
to underestimate the yield. The difference in the return of a thousand- 
pound beef animal yielding 60 percent and 62 percent is about $5. 

The final point of degeneration of marketing is consignment sell- 
ing. This generally occurs when the supply of livestock is burden- 
some, and when there is not a strong central market. The seller 
finding that he is unable to get a realistic bid on his livestock assigns 
them to a packer making him an agent instead of a buyer. The packer 
uses this meat to undersell other wholesalers in the market as he has 
nothing to lose. This is strong competition to meet and the other 
packers have no choice but to adopt the same tactics. In California 
there are resolutions passed each year by every trade association con- 
a this practice, but it is resorted to every time there is a 
glut. 

There are two clear-cut examples where direct marketing of live- 
stock has resulted in vertical integration within a market area and a 
corresponding decline of the independent producers. The first ex- 
ample is the lamb feeding industry of northern Colorado, and the 
second is the cattle feeding industry of Arizona and California. 

Northern Colorado has everything to recommend itself as a major 
lamb-feeding area, which it was at one time. There is an abundance 
of concentrate and roughage feed adapted to lamb finishing. This 
area is adjacent to an established lamb market, the largest in the 
world. There is a ready supply of feeder lambs in the nearby ranges. 
And there are, or were, an abundance of men skilled in the finishing of 
lambs. Yet the independent operators feeding lambs have declined 
steadily in the past 30 years so that there is now only a token number 
left. The lamb feeders who have records of their operations have 
either shifted to the feeding of cattle or have discontinued their 


projects. For myself, my lamb operation involves the pasturing of - 


the lambs on the fall crop aftermath. My lambs in most years are 
sold to slaughter never having seen a feedlot. 

Livestock feeding in one respect is similar to the packing business 
in that it operates within cost margins. It is not so important whether 
the price range is high or low, because the livestock feeder will expect 
an average price marign to exist between the cost of the animal he 
buys and those that he sells to allow him an average return on his 
investment. 
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Nevertheless, in spite of the natural advantages, lamb feeding on 
the farms has virtually disappeared, simply because regardless of how 
cheaply the feeder bought his lambs, his-bargaining power was insuf- 
ficient against the buying power of the packing industry using every 
pressure on the market possible. Two packers on the Denver market 
kill about 70 percent of the lambs offered in this area and buy the bulk 
of their lamb kill direct, not to mention their extensive lamb feeding 
operations. 

The lamb feeding season of 1958-59 was noted for its losses of $3 
to $5 per head. Yet starting this feeding season (1959-60) it is com- 
mon knowledge in the trade that there are more lambs in the packer 
feedlots than any time on record. I understand that their justifica- 
tion is that they are feeding because they had been unable to obtain 
the quality of lambs that they required this past season. Their pres- 
ent feeding of lambs and buying methods will discourage any attempt 
by the private operator to supply their need of fat lambs. The pack- 
ers’ problem now lies in seeking feeders who will feeed under a 
contract guaranteeing a return, or purchase feedlots of their own. 
It is my belief that if the packers of lambs had concentrated as hard 
on merchandising as they have in avoiding competitive buying, during 
the past 25 years, the sheep industry would not now be experiencing 
its present difficulty. 

It is called to my attention that imports have gone from 1,300,000 
pounds to 39.6 million pounds in 1959. While this does not bear on 
the problem, it certainly points out we are in trouble, and particularly 
coupled with the buying practices of the packing industry. 

To support my contention concerning vertical integration in the 
California-Arizona cattle feeding area, I should like to turn to the 
report of a survey by the publication Western Meat Industry. This 
magazine is a publication of Span Publishing Co., Keystone Building, 
Mill Valley, ealit, The survey is reported in its September 1959, 
volume 5, No. 9 issue in an article entitled “Cattle Feeding Practices 
Among Western Meatpackers.” The same issue also reported “Los 
Angeles Beef Packers Shift to ‘Direct? Buying”; and, “Auctioneers 
Chant Grows Louder in a Changing Cattle Market.” 

I offer this magazine, Western Meat Industry, to the committee as 
evidence. 

Mr. MacIntyre. Mr. Chairman, I move that be received for in- 
clusion in the files of the committee, for the information of the com- 
mittee members. 

Mr. Brown. Without objection. 

Mr. Moorr. Mr. Chairman, I notice that apparently in the copy I 
have, there is an omission of the witnesses reference to imported beef. 
Is that omitted generally—imported lamb? 

Mr. Bern. Imported lamb, yes. 

Mr. Moore. That is omitted. 

Mr. Bern. That is extemporaneous. 

Mr. Moore. I would like the reporter to underscore that about four 
times, if you will. And I wish you had included it in your statement, 
so that when the problem of the imports of the country are being 
discussed on the floor of the House of Representatives, that you would 
have your own Congressman and Senators look at the effect it has on 
their own bread and butter. 
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Mr. Bern. Thank you, I will, sir. 

I also want to introduce for further clarification of the situation 
in California, a Department of Agriculture bulletin “Marketing Re- 
search Report No. 347, Marketing Distribution in the Los Angeles 
Area.” 

Mr. Brown. Without objection, both the bulletins will be included 
in the files. 


Mr. Bern. In its survey report on cattle feeding practices—this is 
Western Industry publication, as published on pages 9 through 17 of 
the magazine, the editor reports: 


Western packers give these reasons for operating feedlots: 
(1) Toinsure an even supply of slaughter cattle, 
(2) To control slaughter weights and grades, 
(3) To limit competition with other packers for fat cattle, and 
(4) Tomake money. 


You will note how many times the packers make reference to the 
second problem, they wish to control weights or something else, but 
they are unwilling to do so in the price mechanism. 


The number of cattle fed by packers in their own lots or in commercial lots 
tends to fluctuate from year to year, depending on the cattle market and the 
packers’ individual situation. Generally, when the market is rising, the num- 
ber of packer-owned feedlot cattle increased, and vice versa. But some packers 
keep on feeding the same number regardless of the market. 

The WMI survey of packer feeding operations in the West was conducted 
during the past few months. Questionnaires were sent to all packers who 
operate slaughtering plants in the West, over 800 of them, large and small. 

Returns were received from 212 packers, representing 25 percent of the total, 
providing a good-sized statistical sample. 

Of the 212 responding firms— 

Forty-eight said they operated feedlots, some more than one, for a total of 
64 lots. 

Eleven plan to operate feedlots in the near future. 

Twenty-nine have their own cattle custom fed in commercial lots. 


Further on page 16 we are told: 


Of the 212 packers replying to the survey questionnaire, 34, or 16 percent, said 
they have a combined total of 164,200 cattle which they own custom fed for 
them by commercial operators annualiy. 


WHY PACKERS FEED 


Most of the western packers who operate feedlots strongly believe feedlots 
are necessary in their operations—in spite of the problems, risks and millions 
of dollars they have tied up in cattle, feed, and equipment. 


Specifically some packers answered, stating, 


Not only that, but quite often current live markets are too high in relation 
to current dressed markets. Our feeding operation saves a lot of money just 
in this one type of situation. 


In Idaho, Otto Florence, Jr., of Independence Meat Co., Inc., 
Twin Falls, says: 


Our lots are of great importance because we draw cattle during the time or 
times when supply of cattle is short—whether that shortage be for a day or 
many days. 

Another packer-feeder restated the importance of their feedlots as a means 
of filling gaps in fed cattle supplies, controlling weights and grades, and, of 
course, making money. 

According to John Evart of Sebastopol Meat Co., Petaluma, Calif., a feed- 
lot gives his company better control over its profit and loss margin, and because 
of this we have a better cushion for a down market. 
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Commercial feeders, in turn, would profer that packers leave cattle feed- 
ing to feeders. 


The chart on page 13 shows that packers finished 266,740 cattle 
in their own feedlots. This makes them finish over 400,000 head of 
cattle annually. 

Another packer (p. 14) states that it feeds cattle: 


To carry us over periods of high prices and small marketings of cattle. 
Still another packer was asked : 


What do packer feeders do when fed cattle prices drop sharply, as they did 
in 1956? 


In reply, some stated: 
We cut back and buy on open market for needed supplies (p. 14). 
Another stated: 


We feed approximately the same amount consistently to assure our plant sup- 
ply. Of course, if the market looks unfavorable, we keep our yards to the low- 
est minimum (p. 14). 

Of the 58 packers who operate feedlots, 23 reported plans for feeding more 
cattle in 1959 than they did last year. Twenty-three said they would feed 
the same number and eleven said they did not know or did not answer the ques- 
tion. One small packer said he would feed less this year. 

In addition, 11 packers not now operating feedlots expressed an intention 
to open feedlots in the near future. Besides cattle fed by packers in their own 
feedlots, thousands of packer-owned cattle are custom fed by commercial 
feeders. 

In a report made by the Montana Extension Service in 1955, it was stated that 
an estimated 65 to 70 percent of all the cattle on feed in California are owned 
by packers. 

Just 2 months ago a U.S. Department of Agriculture study of the Los Angeles 
meat industry stated that 23 southern California packers, or more than half the 
total (including 17 Los Angeles packers), were integrated with commercial feed- 
lots in 1956. These packers either owned cattle on feed in feedlots or owned 
the feedlots themselves. 

Whatever the actual figures are, these things are certain: The cattle-feeding 
operations of western meatpackers represent a large share of all cattle finished 
in the West, and in the future western packers will continue to control an impor- 
tant part of the cattle-feeding business west of the Rockies (p. 17). 


In the article captioned “Los Angeles Beef Packers Shift to ‘Direct’ 
Buying,” on page 31, the editor reports: 


As beef slaughtering increased sharply in Los Angeles from 11 years ago, the 
number of cattle on feed in California and Arizona also increased sharply. At 
the same time, packer purchases of cattle and calves on the Los Angeles terminal 
market remained relatively constant. 

Salable receipts of cattle at the Los Angeles market have dropped steadily from 
two-thirds of the Los Angeles slaughter in 1948 to less than one-fourth in 1958. 
During that same period, calf receipts have declined from 35 to 514 percent of the 
Los Angeles slaughter. 

Practically all of the packers buying at country points said that they based 
their price offers on the Los Angeles wholesale meat price, converted to a live 
basis. A few said they bought on the basis of the Los Angeles Union Stockyards 
quoted prices, “especially when such prices were favorable to their buying orera- 
tions.” 


On page 35 the editor writes: 


To combat declining receipts, some stockyards have switched in whole or in 
part to auction selling. Some have closed, as did the South San Francisco yards 
this month, now operated by Swift as a direct livestock-buying yard. 

I believe that it is time that we took a lesson from the stock exchanges 
and commodity exchanges. They have strong rules that perhaps 











1144 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


restrain trade; however, the purpose and results have the effect of 
maintaining competition. I believe that the only way that an inde- 
pendent livestock industry may prevail would be if the following 
reforms were instituted : 
1. Require that packers not feed livestock. 
2. Place the livestock industry under such regulations as would 
insure competitive marketing. 

I should like to cite the result of litigation between the Chicago 
Board of Trade, the largest grain market in the world. Some mem- 
bers of the board started a vicious practice of trading in grain off the 
market and between sessions. The board passed a rule prohibiting 
this except at closing quotations. The affected members started a 
court action, alleging the rule was in restraint of trade. The district 
court agreed with them, and it was appealed to the U.S. Supreme 
Court. The Supreme Court reversed the district court and found the 
rule reasonable and legal. Here is a quotation from the Supreme 
Court’s decision in 1918: 


Every agreement concerning trade, every regulation of trade restrains. To 
bind, to restrain, is of their very essence. The true test of legality is whether 
the restraint imposed is such as merely regulates and perhaps thereby promotes 
competition or whether it is such as may suppress or even destroy competition. 
The evidence makes it clear that the rule was a reasonable regulation of busi- 
ness consistent with the antitrust law. 


I believe we have forgotten more about marketing than these people 
knew in 1918. 

The second problem that the livestock industry faces is the impact 
of the growth of the chainstores. The success and growth of these 
ventures has been phenomenal; and it would be surprising indeed if 
they did not create problems for their suppliers. The buying powers 
of the chainstores as a result of consolidations, mergers, and purchases, 
coupled with concentration within the packing industry, is hard to 
realize if it is not shown graphically. I now refer you to chart No. 1, 
entitled “Concentration of Buying Power.” 

(The chart referred to follows :) 
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CHART 1 


CONCENTRATION OF BUYING POWER 
















23 CHAINS 
OWNING 13,500 (4.4%) 
OF ALL Stores -Do 
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OF ALL FOOD RETAILING 


fl HOGS 
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BUSINESS 
SOURCE 
PROGRESSIVE GROCER 


The concentration of buying power at levels which affect both pro- 
ducers of livestock and the consumer are demonstrated by this chart. 
It is shown that the 15 largest packers—source U.S. Department of 
Agriculture—slaughtered 40.4 percent of all of the beef, 74.2 percent 
of all of the lamb, and 64.3 percent of all of the hogs killed in the 
Nation. This data is the most recent compiled by the Packers and 
Stockyards Division—1955—but there is little reason to think there 
have been drastic changes since that time. The meat prepared by 
these 15 packers and all of the other smaller packers is channeled into 
the Nation’s food pipeline, made up of approximately 310,000 retail 
stores. 

These percents of total slaughter, or meat production, adjusted for 
the percent of all red meat production in the United States for 1955 
show that these 15 packers produced 50.5 percent of the domestic red 
meat that was consumed that year. 

Here again we are faced with tremendous bargaining power, because 
only 23 chains owning 13,500 stores do 35 percent of all of the retail 
food business done in the United States. This means that 4.4 percent 
of the stores do 35 percent of all of the retail food business. This 
latter data is from the Progressive Grocer and is based on data col- 
lected in 1957 and 1958. 

Lack of broad-scale organization among livestock producers com- 
bined with an actual lack of buying knowledge on the part of most 
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housewives put both producer and consumer in a difficult position 
when they begin to bargain with volume operations of this nature. 


Volume of slaughter done by the largest packers in order of decreasing importance 








[Percent] 
Cattle Sheep Hogs 
Ds de didnkddr inp ease no pine sin tage th epee en cing aan 29.7 56.9 35.6 
OE DR aie dhe aisneee Din asea sistas wine clans nisi SUS a ee eee 4.0 7.2 9.4 
2 ae BEES es Sect . 4.5 | 6.9 9.6 
ES Ee 2 a ey eee 9 2.0 4.5 
SE is sae ntidiens bite stnghtnavve succwbaadbdhuetebecedn se grne 1.3 1.2 4.7 


The benefits accruing from the chainstores’ ability to bargain are 
not being passed on to the consumer. This will vary, of course, from 
locality to locality depending on the degree of active competition pres- 
ent between chainstore companies. To illustrate this is a comparative 
schedule of prices for various cuts of meat in Denver and Washington, 
D.C., taken on the same dates. Washington prices were taken from 
the advertisements in Washington papers; then purchases of the same 
cuts were made in Denver. 


Comparison of retail prices—Denver and Washington, D.C. 
TUESDAY, OCT. 31, 1959 


Safeway—Colorado 
Blvd. and Valley | Washington, D.C. 
Highway, Denver, 
Colo. 


Rib chops....------.--------------------“tiee---------------2=55- $0. 99 $0.79 
AR RMON ooo no sa tren c oan ce no ea eT 87 "50 
OE TEES OES En ee og ata eee "79 "50 
T-bone-.-----.--.-------------------------------- ween eeens------ 1. 28 1.15 
Center cut pork chops.----.------------ segah 8 A spore ure yi Pers 87 * 
Pork tenderloin - ---.------ Bc ce Se ora ae ees cis 92 "75 





NOV. 5,6, AND 7 


Safeway—Aurora, | Washington, D.C, 
Colo. 


Leg of lamb. ..-..----------------------------------------------- $0. 85 $0. 59 
Rib roast.........................------------------------5------ .79 63 
Sirloin.............----..----------------2---2-+--2--+---+--------- 99 99 
Oenter ont pork chops......-......-...------..-.------------.--- . 83 69 
Ground beef-_....-.---------------------------------------------- .49 49 


Mr. MacInryre. Is it a fact, Mr. Bein, that much of that meat 
sold in Washington is western meat, shipped there from this area, 
or from the Midwest ? 

Mr. Bern. It certainly is. To answer your question, I will proceed © 
with my text. . ; 

You are right. There is a transportation charge added to the meat 
that goes into the meat that is consumed in Washington, whereas the 
meat consumed in Denver is largely locally produced and the trans- 
portation costs are nominal. 

To further point up the abnormal markup of meat in the Denver 
area, the following study was made of a lamb carcass. The following 
cuts of lamb were bought from the counter of a major chainstore in 
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Denver on Saturday, November 14, 1959. The cuts are listed in the 
chart below with the price paid for each, From the USDA statistics 
on meats the percentage of cutout value of each cut is recorded. As- 
suming that we are working with an average carcass of 50 pounds 
we multiply the figure in the second column (cut out percentage) by 50 
pounds and we arrive at the figure and in the third column that repre- 
sents number of pounds of each cut that is in one carcass of lamb. 
This is in turn multiplied by the retail price in the first column to 
arrive at a cash value of the total cuts of each kind in a lamb carcass. 
The value of all the cuts is then added, and this sum tells us what the 
chainstore is receiving for a lamb carcass or $35.80. Going to the 
Record Stockman for a quotation for carcass prices of a week ago 
when this lamb in all probability was procured, we find that this cost 
the retailer $19.25, thus allowing him $16.55 for his efforts. The 
shocker is that this represents a markup of 85.9 percent in a business 
that prides itself in servicing the consumer. 


Denver: Lamb prices observed in the meat case of a chainstore, Nov. 14, 1959 


Assuming 50 pound carcass 











USDA U.S. choice 
Cut Price per| cutout 
pound percent 
Yield in Yield in 
pounds dollars 

TIGHE. j « nccccccctetateptaniihh an cntanddblans sasha tabcas $0.79 20. 81 10.4 $8. 22 
Shoulder chops, (20 percent to stew) --.........--.------ - 69 18. 02 9.0 6. 21 
Nit CORI at x cicecctatgtinn enka oeieghipadedaapilie 1.39 17.75 8.9 12. 37 
Se Ge Get UROINE @ rig bana canedecopecepgcccnsgacalatapseoaupiecosnassechencakaaeatenadiets cuaeliaaice 
Cy OEE OTN oaks og bn feck 0th bn chie hic tieddlepasbosietiah cds dodo madtbiscbinadebasta 
20 pereent of shoulder____.....-- ean . 39 8.29 4.1 1. 60 
BO nateccbbicedsccbacddach hn 1.19 8. 08 4.0 4.76 
ed bc ctancimentchecabbere aiihaie .39 1. 23 .6 . 23 
POT he hr at po ded ons ea aaieonemsintamne .39 2. 30 1.1 . 43 
CO oh eo ko 5 66h oho ee iib nk dh edebeieacead . 49 4.31 2.2 1.08 
TOR Ce ee ND ovcidicincccdciedccunsacdceencddnean braieengens bal gueisialaagcealedabedensace baked 
PEGE CBE POTOUE) nnn ccccisnctincdcndnces conus dchabodelh didssdamdtohdssyhens baceabeulessiiddedlh tldceaees 
TO ee a eee a aeaaa .19 8. 98 4.5 .85 
By gE SL ee ee eee -O1 10. 23 5.2 . 05 

SE PPUIEE MUNIN iis cerrcreccencswcisscadt ape cdustianes cigseae | fox eaaigiaai acini cessed poeeteoaeie 35. 80 
Recinseed ennt—O0 buns BAUS Clie. os oo ee cla i. ba $19. 25 


Gross retail spread in dollars ___.-..........--.---- a Soin Ganthepngpenatescapbengedeedenesndeneonention $16. 55 
Gross retail markup from coast... --...------.- 


This comparison suggests that a monopolistic situation prevails in 
this locale. This situation will be even more evident when I call your 
attention to the second paragraph of a letter already entered as evi- 
dence before this committee written by the division manager of Safe- 
way Stores, Mr. Tom Henritze to Mr. Mike Hayes, a sheep salesman 
at the Denver Union Stockyards. This letter was written as an in- 
quiry by Mr. Hayes during a severe break in the price of live lambs 
the first part of this year. Mr. Hayes was asking why the price of 
lamb meat in the Safeway Stores did not follow the drop in live 
prices. The implication that Mr. Hayes made was that if the retail 
outlets would bring the price of lamb down considerably more lamb 
would be consumed. The second paragraph of this letter reads, I 
quote: 

We could have made some lower prices on lamb than we did, but it was my 
thought that lowering the price too much now would have a tendency to pre- 


vent lambs’ advancing—which I know the industry needs very badly. It was 
this thought we had in mind, in making the prices we did. 
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I now draw your attention to the three charts here. They each 
demonstrate the total markup, packer markup and retail markup of the 
price of a particular meat. Chart No. 2 covers lambs. Chart No. 3 
covers beef. Chart No.4 covers pork. 

The data from which these four charts were developed was all 
taken from USDA publications except for the percent of retail food 
business which came from the Progressive Grocer and Pelt Values 
(lamb chart) which came from the National Provisioner. The bulk 
of the data came from USDA A.MLS. Statistical Bulletin No. 230 
and the supplement thereto for 1958. 

The three margin studies are based on monthly average dollar re- 
turn for the producer (including the feeder), the packer, and the re- 
tailer for each of the three meats. 

At the bottom of each of these charts the break-line between the 
vertical stripes and the criss-cross pattern establishes producer income 
on the Chicago market for 100 pounds of U.S. Choice grade live ani- 
mal. The middle section of each chart, shown in the dark diamond 
pattern, indicates the gross markup position of the packer based on 
the New York wholesale market and byproduct values from the sale 
of the carcass from the 100 pounds of live animal. The top section 
of the charts tell the same story for the retailer, also on the basis of 
the New York market. 

The three margin charts were developed in this manner in order 
that the observer can more easily compare like amounts of meat in the 
three species and in the three relationships involved. 

Certain overall items are worthy of consideration in looking at 
these charts (1) The retailer has, in all three cases, managed to ex- 
pand his portion of the consumer dollar; (2) there is relatively little 
correlation between fluctuations at retail level and those at the live 
price levels; (3) the packer has, in general, had a more favorable sit- 
uation in the last 12 months than earlier. 

The only conclusion that can be reached from these charts is that 
packer buying practices and retail buying and selling practices are 
continually forcing the producer of livestock into a more marginal 
position. With production costs continuing to rise during the period 
shown on these charts, it is obvious that only the most efficient pro- 
ducers are making money. 

I now turn to the charts themselves. Chart No. 2 being the lamb 
chart. The important points to note in the lower section of the chart 
are these: The traditional pattern of live lamb prices reaches a peak 
in May or June of each year, then drops toward the end of the year, 
remaining fairly low in the early part of the following year and then 
rising again to the seasonal peak. Contrasted with this trend is the 
increasingly stable market at the retail level. In particular it should 
be noted that retail prices can and do rise sharply—when live and - 
wholesale prices jump, they seldom drop as sharply as live animal 
prices do when market conditions force a reduction in live prices. 
There is, in fact, a rollover or time lag between the time this peak 
price is reached and a comparable decline in retail prices become an 
actuality. In general it can be said that retail markup is lowest at 
the times when live prices are highest and that they are highest when 
live prices are at the bottom of a trend. 

(Chart No. 2 follows :) 
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The central section of the chart shows the packers’ position. The 
zero line is the — the packer paid for the 100-pound live lamb, less 
the average full wool pelt credit as determined from prices quoted i in 
the National Provisioner. It is readily seen that the level of packer 
markup shows almost as unsettled a pattern as do the live prices. 
However, careful inspection of this data will show that the peaks in 
pr markup are almost invariably directly related to the valleys in 
wT The top portion of the chart represents the gross markup of the 
alec the dollar difference between his cost and income Sieun the 
retail cuts he makes from the carcass. It shows that the retail “peaks” 
are inversely related to the live price “valleys.” When considered 
from this standpoint—dollar markup—it is easy to see the growing 
red tide of increasing markup position of the retailer. To say the 
same thing another way, the retailer seems to be in the best soittion 
to maintain his dollar markup of any segment of the meat supply 
line. 


From chart No. 2—— 
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The most important factor in the beef industry today is demonstrated 
by the trend line which shows gross retail markup, or income. Of 
particular importance is the relationship shown on the bottom third 
of the chart from the early part of 1958 until early in 1959. While 
there was a definite slump in live market prices for beef there was a 
very steady position at the consumer cost, or retail sales level. In 
other words, the demand for beef at the retail level continued to be 
strong and prices _— while market conditions permitted the re- 
tailer and the packer to buy their meat product at a lower figure. 

We should also consider the packing plant that kills beef has 
a smaller margin than is the case with either hogs or lambs. Part 
of this may be because byproduct values available to us may not be 
as realistic as they are for the other two classes. Byproduct values 
as here shown are based on 3-month averages published by the Bureau 
of Labor Statistics. 

Another factor which could be of importance in this lower margin 
trend is tied directly to the much greater volume and competition in 
beef slaughtering as compared with hogs or lambs. 

This chart indicates a complete willingness on the part of the re- 
tailer to hold his margin or gross markup position as high as con- 
sumer demand will permit without regard to the price he pays for the 
meat product he sells. 

Continuing to the hog chart, chart No. 4, the hog picture has one 
extremely outstanding point which deserves careful consideration. 
That is the great difference between packer markup on hogs as com- 
pared with the other two classes. ‘To some degree this relationship 
is historic and is probably tied closely with the fact that the packer 
does more work on hogs than either beef or lamb. Secondly, the 
packer freezes or holds in cold storage a sizable quantity of pork 
which permits him to smooth out the peaks and valleys of total supply 
in hogs more easily than can be done with either beef or lamb. 
Though the upward trend in markup both at retail and packer level 
is not as marked as with the other two classes, it nonetheless does exist. 
Hog prices tend to more nearly parallel retail levels than is the case 
with the other two classes. 

(Chart No. 4 follows :) 
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Safeway Stores is not at the moment integrated to the extent that 
many other chainstores are. During World War II and shortly 
afterward, Safeway acquired several packing plants and fed a con- 
siderable number of cattle. Directly after the Korean war this por- 
tion of their operation was liquidated. While it is fairly common 
knowledge that there was pressure from the Department of Agricul- 
ture to do this, there was also the reason that lm could accomplish 
the same procurement results by a technique of buying. 

The technique in buying that I refer to is not of course peculiar 
to one chainstore company, but is used by many. Instead of the pur- 
chasing officer of the chainstore approaching the packer and bargain- 
ing on the meat, he requires the packer to give him an offering. This 
offering is based on specifications made up by the chainstore that 
include factors of finish, waste, weight, and blemishes. All prices 
are based on these specifications and are not part of the offering un- 
less there might be exceptions. The offer is received over the phone 
and includes prices, number, and kind. Similar offerings are made 
by other packers. After receiving all the offerings, the chainstore 
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procurement officer analyzes the offering, then at a designated time he 
informs the packers from whom he will accept carcasses. The chain- 
store operator is in complete knowledge of both the demand which 
is his own and the entire supply offered him, whereas the packer is 
armed only with his knowledge of his own offer. Unless the packer 
has the confidence of his competitors, he does not know where the 
price of his offering is in relationship to the others. 

He only knows that his offering was either refused or accepted. 
For all he knows, his offering may have been low and refused in order 
to exert downward price buying pressure. This method of marketing 
is a serious defect in competitive bargaining and is not present at the 
central markets where an emphasis is made on the rapid dissemina- 
tion of price information and factors bearing on the market. 

Safeway Stores buys its meat at Denver ‘under this private nego- 
tiation method. Packers phone their offerings of meat to the man in 
charge of buying it, Monday through W ednesday. At a fixed time 
on Thursday, the offeri ings are accepted and the packers are so in- 
formed. This T hursday announcement has an impact on direct 
marketing here, inasmuch as Safeway Stores purchase over 50 percent 
of the heifers killed at Denver. Safeway has not seen fit to make 
this price information available to the public, so that when the packers 
go out to buy on Thursday direct, there is a wide use of price rumor. 
Also the packers in many instances have sold carcasses to Safeway that 
they do not own. They delay buying until they know at what price 
level Safeway is willing to buy, then they enter the market and cover 
their commitments. The pricing pressure that Safeway exerts is then 
merely passed on to the producer. Safeway officials have been re- 
quested to modify this practice by the Colorado Cattle Feeders Asso- 
ciation and make public the prices of offerings accepted from their 
suppliers, but the request was given little consideration. 

In February of this year, I was in California visiting many of a 
feedlots in southern California. I shall repeat an incident that w 
told to me by reliable persons. The major chainstores in the one 
Angeles area experienced a strike of their personnel that caused the 
chains to close. The cattle feeders that supplied Los Angeles with 
beef were disturbed and anticipated meat to be difficult to move and 
that the price would break. Quite the contrary. The independent 
grocers bought all the meat available and moved it into consumption. 
At the same time packers were able to raise the wholesale price of 
carcass beef from B48 per hundredweight to $51. The market was 
described as lively and the cattle feeders enjoyed the benefits of the 
raise. After about 3 weeks; the strike was settled. This time the 
feeders were optimistic about further activity in prices upon the 
chains coming back into competition. Again the unexpected hap- 
re In a relatively short time the price of wholesale beef had 
wroken back to $46 per hundredweight. In fact the price started 
breaking the instant the chainstore buy ers entered the market. Dur- 
ing this] period there was neither appreciable change in volume of beef 
moved nor change in the price to the consumer. Is it any wonder that 
packers and chainstores are finding it necessary to establish their own 
source of fat beef ? 

Yesterday, I called out to California to confirm what I have just 
described. My California friend who runs a commission business 
concluded the conversation by telling me that another similar strike 
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of the chainstores was scheduled, but this time the meat trade ws 
looking forward to better times. The only reservation my Riseed 
made was that there were considerable more numbers of cattle avail- 
able this time and the effect of chainstore withdrawal might not be so 
dramatic. It will be interesting to watch. 

I have tried to describe to you incidents and practices that are not 
exceptions but are everyday occurrences. Needless to say, I have not 
covered the gamut of malpractices. It is useless to expect one indi- 
vidual, one packer, or one chainstore to comply with what we consider 
to be ethical practices. For if one organization steps out and develops 
a cheaper method of procurement, the rest must develop the same 
tactics or go out of business. We therefore desperately need a code 
of regulations that will require competitive marketing for all con- 
cerned. In the long pull it will mean the cheapest cost to the con- 
sumer and preserve the existence of the small businessman in the live- 
stock industry. This means that chainstores and packers be restricted 
to their major fields and ways be found to require competitive market- 
ing that the industry can live with. The consent decree that has 
restricted the activities of the four big national packers has been an 
umbrella that has allowed not only the growth of an independent 
packing industry, but also our mass retail systems. Whereas it is 
inequitable to the Big Four in its present situation, the solution lies in 
the extension of its principles and philosophy and not retraction. 

One thing more, the situations I have described are moving rapidly, 
particularly in the mountain and Pacific areas. It has gone too far 
already on the west coast and the lamb feeding industry “of northern 
Colorado is virtually destroyed. You can observe from my charts 
what has developed in merely 4 years by the decline in competition 
within this industry. It is only too evident that if the Nation feels 
that it is important to preserve a class of small businessmen in the 
livestock industry, not only will national legislation be necessary, but 
it will have to be soon. I thank you. 

Mr. Brown. Mr. Bein, before counsel asks you any questions, I want 
to say that you have just given this committee one of the most com- 
plete, factual, and profound statements I have heard in my 3 years in 
Congress. 

Mr. Bern. Thank you very much. 

Mr. MacInryre. Mr. Bein, near the conclusion of your statement, 
you were talking about livestock marketing conditions in southern 
California. Have you had made available to you the survey or the 
results of a survey, or the report of a survey she of livestock market- 
ing in Los Angeles, or in that area? 

Mr. Bex. Sir, you will have to give me a particular survey—unless 
that is the survey of the Western Meat Institute magazine. 

Mr. MacIntyre. The one dealing with the Los Angeles area. Do . 
you, or did you introduce that ? 

Mr. Bern. Yes, that is right. I just wanted to be sure I knew what 
you were referring to. Yes, the Western Meat Industry Survey. 

Mr. MacInryre. Of the Los Angeles area ? 

Mr. Bern. Yes. 

Mr. MacIntyre. So that isin the record ? 

Mr. Bern. Yes, I introduced that in the record. 


Mr. MacInryre. I want to ask you a few questions about your 
charts. 
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If you will turn first to your chart No 2, the one dealing with lamb, 
isn’t it a fact that the principal aspect of that chart is the growing 
spread between what the producers receive and the consumer pays, 
as demonstrated through the last 4-year period ? 

Mr. Bern. Thatisright,sir. Itis very dramatic. 

Mr. MacIntyre. And isn’t it also true that the top portion of that 
chart dramatically demonstrates that the largest portion of that spread 
is attributed to the markup in chainstores ¢ 

Mr. Bet. That is right. 

Mr. MacIntyre. Now, turning to your chart No. 3, isn’t it a fact 
that that chart also shows that for the period of the last 4 years there 
has been a growing spread between the price received by the pro- 
ducer for beef and the price paid by the consumer ? 

Mr. Bern. That isright. That is very definite. 

Mr. MacIntyre. And the top half of that chart shows that that 
growing spread is not attributed to packers who have in the period of 
1958-59 received a smaller share than theretofore, but to retailers 
who during that period received a larger share than theretofore, is 
that correct ? 

Mr. Bern. That is very correct. 

Mr. MacIntyre. Now, referring to your discussion of what you 
termed Safeway’s technique, you described that on page 17 of your 
statement, I believe, pursuant to which Safeway requires the packer 
to give him an offering. And that is an offering in secret? 

Mr. Bern. That is right. 

Mr. MacIntyre. Negotiations between the two ? 

Mr. Bern. I don’t know whether you would call it negotiations or 
not. The offer is made in secret by the packer, and there is really no 
negotiations, or completed bargain, unless Safeway makes the call back 
on the following Thursday. 

Mr. MacInrryre. In the meantime, Safeway has received an offering 
from each of a number of others, secretly ? 

Mr. Bern. That is right. 

Mr. MacIntyre. And it is at liberty, then, to make known to any- 
one the lowest offer that it received in secret ? 

Mr. Bery. They would certainly be privileged to make any infor- 
mation available they could. 

Mr. MacInryre. And to bargain on the basis of that lowest secret 
offering. 

Mr. Bern. That is right. 

Mr. MacIntyre. Off of a market ? 

Mr. Ber. That is right. 

Mr. MacIntyre. And without competition. 

Mr. Bern. That is right. 

Mr. MacIntyre. And that is, as you see it, the evil of that sort of 
technique ? 

Mr. Bern. That is right. 

Mr. MacIntyre. Is there anything wrong with that more than 
there would be in entering into an integrated operation of operating 
a feedlot, a packing house, and retailing, all in one organization ? 

Mr. Bern. Well, I think that the entering into an integrated opera- 
tion would be more direct, more open. At least you would know who 


you are working against. Whereas this way, the bargaining is very 
one sided. 
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Mr. MacIntyre. But in this event, the seller, the producer, that is, 
would be dispersed, he would not be on the market, would he? 

Mr. Bern. No. 

; Mr. MacIntyre. He would be dealing with a power far beyond 
11S. 

Mr. Ber. That is right. 

Mr. MacIntyre. Are some of the difficulties you discuss on page 5 
of your statement attributable to this technique of pricing of Safe- 
way’s you described on page 17 of your statement ? 

Mr. Bern. I think that the difficulty as far as the producers are 
concerned, in the Safeway method, or the present negotiation method, 
that is being used by many chainstores, is the rumor, and the fact 
that this price comes out after the practical closing of the central 
market for the week. We have a 3-day week here, and Safeway not 
announcing their price until Thursday, means that the packers hold off 
of the market until then, which even emphasizes their country buying. 
And coupled with the fact that they use rumor to bargain with the 
feeders. 

Mr. MacIntyre. Well, isn’t it a fact that you have found that the 
results of the use of that technique is actually, the fixation of the top 
price that can be received for livestock on the market here ? 

Mr. Bern. Yes. This direct buying has a tendency to divert the 
better classes of livestock that would normally establish a top price 
from which all—from which the price of all other classes of livestock 
is related. And when that is blunted by, as I said—by diverting the 
better livestock and also by dispersing the buyers from the market, 
it depresses the market and the producer is certainly not receiving 
what a competitive market would give him. 

Mr. MacIntyre. Now, on page 18 of your statement, you refer to 
the fact that the Colorado Cattle Feeders Association had requested 
that the prices of offerings accepted from their suppliers be made pub- 
lic but the request was given little consideration. 

Are you free to tell us now what the reasons were advanced by 
Safeway in refusing that request ? 

Mr. Bern. I am not aware of any reason being given, other than that 
they did not want to doso. 

I might say that the same problem cropped up on the west coast, 
with the same company, and the feeders out in that area approached 
the district manager of that area. The Safeway Co. has now for many 
years issued a weekly report on what they have given for beef—not 
mentioning names, but just prices—so many carcasses at such and 
such a price. This report is distributed to the California feeding 
industry, and it is used by those sellers against the packers. 

Mr. MacIntyre. Were you president of the Colorado Cattle Feeders 
Association when this request was made? 

Mr. Bern. Yes, I was. 

Mr. MacIntyre. And it was turned down by Safeway ? 

Mr. Bern. Yes, it was. 

Mr. MacIntyre. And for reasons which they considered sufficient 
to themselves ? 

Mr. Bern. Yes, their personal reasons. 

Mr. MacIntyre. Do you think they were any more personal than 
were the reasons stated in the letter of Mr. Henritze to Mr. Mike Hayes 
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on soaney 12 of this year as to why he didn’t reduce the lamb prices 
in Denver? 

Mr. Bern. No. 

Mr. MacIntyre. Perhaps the same sort of reasons. 

Mr. Bern. Yes. 

Mr. MacIntyre. I believe that is all, Mr. Chairman. 

Mr. Brown. Mr. Bein, I am first very much impressed with your 
finding a striking similarity between the livestock market and the New 
York Stock Exchange and Commodity Exchange. 

A subcommittee of this committee made a study of the poultry indus- 
try 2 years ago, and made the recommendation, or rather passed on 
the recommendation by certain members of that industry, that we get 
more honest marketing in the poultry picture. We used as an example 
an outstanding example at that time of an auction market on broilers 
in the Delmarva area—that little peninsula that is one-third Delaware, 
one-third Maryland, and one-third Virginia—a very big broiler 
marketing area. 

Now, in the beginning of that broiler area, even the integrated 
operators ran their broilers through the open market auction, in order 
to establish a value. They felt that it gave them a sounder basis for 
cost accounting, and they could be more efficient in their proposing 
operations that way. 

Do you think it would help the beef cattle industry, for example, 
and the lamb industry, if integrated operators ran their supplies 
through open auction markets ? 

Mr. Bern. I think it would help a great deal. And I would like 
to see some system worked out where all livestock would have to go 
through some such handling. 

I think, personally speaking, that—I don’t think we are ever 
going to go back to the old central market system of selling cattle. 
I would like to see it—but I just think it has gone too far. But I 
think if we could work on some system, using USDA grading sys- 
tem, where cattle are standardized, there might be an exchange point 
where the cattle were sold in an exchange according to lots, and the 
lots being scattered throughout the country—packers would go out to 
examine the lots, and then bid on them in an open competitive manner. 

Mr. Brown. In the poultry study, we also received the recommenda- 
tion that there be more public information or more widespread infor- 
mation on the dressed product price, at the processing level. 

Now, for example, the idea was suggested that by teletype connec- 
tions among poultry processors, not giving names of purchasers but 
to say that so many thousand broilers were bought at 27 cents, or 28 
cents, so that there would be a constant flow of accurate information 
as to what the market really is at the dressed level—would there be 
any value in that, in your opinion, in the livestock industry ? 

Mr. Bern. Generally speaking, the livestock industry is very well 
served with buying information. However, there is a vacuum in the 
dressed meat prices, particularly in a new developed area such as 
Denver where we have just recently established a large-scale feeding 
industry. We requested funds from Congress to put it in the budget, 
but with the economy measures on, this was left out. 

However, prices on carcasses are misleading. Recently I know 
that large feeders in this area who practiced selling direct felt that 
they could use the yellow sheet from the National Provisioner to 
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price cattle to packers. And they suddenly woke up to the fact that 

they were pricing their cattle under the prices in the central market, 
simply because these packers were able to sell meat higher than the 
quoted prices in the Provisioner. Therefore, I want to emphasize 
that this information is merely helpful, shows a trend, but in the 
final analysis, the only way you are going to get the true figure that 
a packer is willing to pay, is for him to bid competitively. 

Mr. Brown. The price of livestock has in theory, at least, in the 
past, been quite a factor in a farmers’ plans, hasn’t it? 

Mr. Bern. Certainly. 

Mr. Brown. Now, the theory was also that if the producers pro- 
duced temporarily exclusive supply, that the resulting low price would 
discourage some of the inefficient producers, and that they would get 
out of the business. And also that the low price would move more 
beef, right ? 

Mr. Bet. Certainly. 

Mr. Brown. And yet that becomes just an academic question or 
theory, if the distributors keep the price up regardless of what they 
buy the carcass for, doesn’t it ? 

Mr. Bern. That is right. 

Mr. Brown. So don’t we have a real problem here, isn’t the public 
interest involved in an honest, open marketing procedure? 

Mr. Bern. Certainly. I feel the public is not getting its values. 
I think I have shown that. The public is not getting its values of 
meat. There is a lack of competition on the retail level. 

Mr. Brown. And also is not the individual producer subjected to 
unfair competitive prices by his fellow producers unless there is an 
open market, where most of the supplies, if not all, must go through? 

Mr. Bern. Right. Iagree 100 percent. 

Mr. Brown. Therefore, if Congress really wants to do something 
to help on this farm problem, we should explore more honest, more 
accurate marketing procedures, right ? 

Mr. Bern. That is right. 

Mr. Brown. Well, that is the way it is in the poultry industry, and 
apparently that is the way it is in the fruit and vegetable industry. 
And now you are saying it is the same way in the livestock industry. 

Mr. Bern. The producers of red meats in many cases are being 
forced to sell below the cost of production by these methods, and they 
are dropping out, and as they drop out, integrated systems take their 
place. And I don’t think it is what we want. 

Mr. Brown. Mr. Moore. 

Mr. Moore. I have nothing, Mr. Chairman, other than to say I 
appreciate this very comprehensive statement by Mr. Bein. 

Mr. Bern. Thank you. 

Mr. Brown. Counsel has one or two questions. 

Mr. MacIntyre. On page 2 of your statement, Mr. Bein you men- 
tioned the need for the value of meat grading. In that connection, 
Mr. Chairman, I would like to offer, for inclusion in the files of the 
committee, for its consideration and for a basis for any portion of its 
report, Marketing Research Report No. 29 of the U.S. Department of 
Agriculture, just out, on the economic effects of U.S. grades for beef. 

Mr. Brown. Without objection it is so ordered. 

Mr. MacIntyre. I also want to ask Mr. Bein if he sees any differ- 
ences in the results and effects of the large feedlot operations, such as 
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those out near Greeley, in their impact on the producers, than he sees in 
the chainstore operations of feedlots in, other locations. 

Mr. Bern. There is an impact by the large feedlots, inasmuch as 
they are selling away from the market. In the past, these feedlots 
represented the top pricemaking. These people had the cattle that 
made the top prices in the market and established the true values. 
Since they have withdrawn, and they are selling on a direct basis, 
the buyers are indifferent at the central market here in Denver. I 
am satisfied that the cattle that are coming to the central market 
are not (at least reputationwise) as good, and therefore the market 
has been blunted. Insofar as the operations of these large feedlots, 
I think it has been harmful to the industry. 

Mr. MacIntyre. And that is irrespective of whether such large 
corporate feedlots operations are carried on by a chainstore or by 
others. 

Mr. Bern. Well, there is a difference. A feedlot operated by a 
chainstore certainly is being used in a different manner than one 
operated for personal profit. Those people up in northern Colorado are 
trying to make money, and they are taking advantage of anything they 
can to get their cattle sold at a profit. 

Mr. MacIntyre. And can you explain why it is different in the 
case of the chainstore from that operation? You say it is being oper- 
ated for profit. 

Mr. Bern. We are talking about chainstore packer-feeder operation ? 

Mr. MacIntyre. Yes, sir. 

Mr. Bern. Going back to my text, where I stated that chainstores 
or packers feed for certain reasons; such as to get certain kinds of 
cattle, weight of cattle, to avoid shortages of cattle for a few days or 
a few weeks. When they start filling those gaps with cattle and not 
bidding the price up, is when we lose our indication or incentive to fill 
those gaps. And when they take away incentive, then we drop out. 
And that is where the economic impact is of any organization that 
feeds and kills their own cattle. 

Mr. MacIntyre. So that would be an additional injurious effect 
flowing from a chainstore integrated operation that you don’t find 
in the operations such as those at Greeley ? 

Mr. Bern. Certainly. The people at Greeley are intelligent opera- 
tors, they know marketing, and they do the best marketing job pos- 
sible. They are receiving an advantage inasmuch as they are not 
paying some of the marketing costs that require going to the central 
market, and they save thousands of dollars doing that. That is the 
reason they doit. I don’t think that they are looking past themselves 
when they do so. 

Mr. Brown. Right at that point, we had testimony this morning 
that the large feeding operations have been a major influence on the 
price of ensilage handling and so forth—that the price of roughage 
has gone down materially in the last 4 years, and the witness felt it 
was a result primarily of the concentration of these big feeding opera- 
tions out here. Do you think that is true? 

Mr. Bern. It is a little hard to follow too far—to prove the point— 
because, after all, all feed prices have dropped in the last 3 years, 
regardless of whether it is roughage, silage, or hay, prices have 
dropped. I do think that the large feedlot operators are price lead- 
ers. When they set a price, the industry follows them. Everybody 
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waits for a certain individual to say, “Well, I am going to pay this 
much for silage,” and then everybody falls in line and pays that price. 

Mr. Brown. Would it not follow if there is the tremendous buying 
pressure that you have just described, it would have a tendency con- 
stantly to push down the price of livestock on foot, and the determi- 
nate of the price of feed ultimately that poultry and livestock will 
bring? 

Mr. Bern. That is correct. 

Mr. Brown. So wouldn’t that have a direct effect on the price of 
feed, no matter what it is? 

Mr. Bern. In that respect it has a big effect, because, as you say, 
if a cattle feeder loses money, he is going to look in any direction he 
can to make it back. And if he can buy feed cheaper on the basis of 
his losses, he will certainly do so. 

Mr. Brown. For many years, Mr. Bein, cattle feeders have been very 
prominent among those who have come to Washington saying, “Keep 
the Government out of agriculture, we will take care of ourselves.” 
Do you feel, in your opinion, at least, that the modern methods of dis- 
tributing food, and the tremendous concentration, have made it more 
difficult for the individual livestock producers to protect himself and 
to take care of his own interest ? 

Mr. Ber. I think it has gotten to a place where it is almost im- 
possible for a man to protect himself. 

Mr. Brown. You feel there has to be more of a group effort? 

Mr. Bern. Yes. Human endeavor tries to evade competition. And 
unless rules are placed upon us to regulate us, competition will be lost. 
And there have been few rules to preserve competition. 

Mr. Brown. Thank you very much. 

The next witness will be Mr. Ben Kaslow and his associates. Mr. 
Kaslow, we are glad to have you with us. Would you stand and raise 
your right hand. 

Mr. Kastow. I was not subpenaed. We appear as voluntary wit- 
nesses here. But what I have to say can be said in one fashion or 
another. 

Mr. neat: I am sure that everything you are about to say will be 
the truth. 

Mr. Kastow. It is probably all right. I just wanted the committee 
to know. 

Mr. Brown. Is anyone else testifying with you ? 

Mr. Kastow. I will testify. If there are any further questions, Mr. 
Schumacher can answer some questions. 

Mr. Brown. Mr. Kaslow and Mr. Schumacher, do you both solemnly 
swear to tell the truth, the whole truth, and nothing but the truth, so 
help you God ? 

Mr. Kastow. Ido. 

Mr. Scuumacuer. I do. 


TESTIMONY OF BEN E. KASLOW, OMAHA, NEBR., COUNSEL FOR 
INDEPENDENT MEAT PACKERS ASSOCIATION, OMAHA, NEBR.; 
ACCOMPANIED BY JOHN F. SCHUMACHER 


Mr. Brown. Mr. Kaslow. Do you havea statement? 
Mr. Kastow. Yes, I have offered up a copy of the statement that I 
will read to the committee. 
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Mr. Brown. Just proceed in your own way. 

Mr. Kastow. I am from Omaha, Nebr., and I am counsel for the 
Independent Meat Packers Association 0f Omaha. We appear here as 
voluntary witnesses, as I said to the chairman, because we consider 
that the independent packer is in jeopardy, and that there is some 
relief required on his behalf. 

A grave problem confronts the small businessman engaged in the 
processing of meat in our country, and the independent beef packers 
operating in the Omaha, Nebr., market are no exception to the trend. 
Omaha has been the largest livestock market in the Nation for the past 
few years, having handled more cattle through its competitive terminal 
market than any other such market in the country. <A large and sub- 
stantial number of inhabitants of our community directly or indirectly 
derive their livelihood from the operations carried on by approxi- 
mately 15 independent packing plants in our city. 


UNFAIR CHAINSTORE PRACTICES 


Since many chain food stores of the Nation explore our market 
to secure and purchase some of the finest finished corn-fed beef avail- 
able, as well as other beef products, it is natural that a substantial 
volume of processed beef has been furnished to them by the inde- 
pendent smaller packers. By the same token, many of our independ- 
ent meat packers have come to rely heavily on the chainstore pur- 
chasers for their continuity of production. Out of this relationship 
have arisen practices which have done and are doing violence to the 
economic status of the small packers, which if continued can only 
result in economic injury. 

One of the great evils indulged in by the major food chainstores, is 
the practice of withholding payments on meat shipments, anywhere 
from 14 to 21 days before remittance. Bearing in mind that under 
prevailing rules of the established terminal livestock markets, live 
cattle payments must be remitted within 24 hours after purchase, it 
should be clear to almost anyone, what an economic squeeze is placed 
upon the small meatpacker to finance his operations. The farmer and 
feeder are certainly entitled to receive their settlement upon the sale 
of their commodities promptly upon consummation thereof. By 
what rule of sound economics should the major food chains be en- 
titled to receive the small packer’s finished product, and distribute, 
display and often completely dispose of the same, before the packer re- 
ceives one cent of compensation ? 

A large chainstore group, let us assume, is capable of purchasing 
and acquiring for resale purposes the equivalent of some 25,000 cat- 
tle per week. At an average cost of $300 per animal, this chain has 
had the use of $714 million of meatpacker’s funds for a period of 1 
week, and if payment is withheld as long as 3 weeks, the aggregate 
amount will approximate the staggering sum of $2214 million. Some 
relief for the small packers in this direction is imperative, particularly 
under the present tight money market. 

But the abuses do not stop at this point. The chainstore purchaser 
through concentrated economic power, has written its own rules for 
those who elect or are obliged to do business with it. Certain of the 
food chains insist and require that the quantities of meat purchased 
from the packers, shall be shipped without advance agreement as to 











1162 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


the purchase price. In other words, if the established practice of the 
chainstore purchaser stipulates that the price for the merchandise pur- 
chased will be announced on Wednesday noon of that week, then the 
packer ships his finished product on an open and basis on Monday, 
Tuesday and Wednesday morning, and prays that the market condi- 
tions will be such as to achieve an announced purchase price by the 
chain, that will enable him to come out on the transaction. <A de- 
pressed market condition that would manifest itself by Wednesday 
noon of a given week could spell heavy losses on the required gamble 
forced upon the meatpacker shipper. 

Many chainstore meat buyers have declined by reason of company 
policy to defray the cost of stockinette wrappings on the meat parts 
which the purchase, but refuse to purchase these commodities unless 
they are so wrapped. Likewise, icing charges for refrigerated rail 
shipments are consistently ignored as cost factors, when the chain- 
store buyer is shopping the industry. Yet frequently the rail care 
stands on railroad sidings awaiting removal of the meat shipment, 
while the chainstore operator utilizes the rail cars for storage purposes, 
with icing charges at the sole cost and expense of the meatpacker 
consignor. 

And now the trend seems to be clearly in the direction of totally 
bypassing the meatpacker, and slowly but surely the pattern is evolv- 
ing whereby certain major food chains are acquiring slaughtering 
plants to engage in their own processing of meat products; and with 
this planning has come the cattle feeding business, trucking operations, 
and related activities. Having entered the cattle slaughtering busi- 
ness, as we have observed in our Omaha area, the chainstore operator 
moves in and out of the competitive terminal livestock market to suit 
its own private needs. Without the slightest concern as to the farmer’s 
best interests, the chainstore cattle buyers use him when the competi- 
tive market is strong, and leave him to his own devices when the price 
advantage is more favorable at the country auction market or on the 
competitive terminal market. 

How very much better would the farmer fare, if the substantial 
purchases of this segment of buying would be consummated on the 
competitive market, and how far more equitable for the consumer it 
would be under the historic function of supply and demand. Essen- 
tially it is manifest that the “backward integration” of the chainstore 
groups into slaughter plant operations, is a trend toward concen- 
tration of economic power in food distribution that is a distinct 
threat and danger to the Nation as a whole and to the consumer public 
generally. 

BIG PACKER AMPLIFICATION OF INTEGRATION 


As the members of this committee are well aware, the giant inte- 
grated packing plants are now straining for rescission of the 1920 
consent decree, the full implications of which are known to all of you. 

Every possible form of legal tactics are being marshaled to effectu- 
ate the reversal of this decree. The “backward integration” movement 
of the major food chains has given the giant meatpackers a sanc- 
timonious basis upon which they seek to achieve and justify that goal. 

Parenthetically, let me say to you gentlemen of the committee that 
I disagree vigorously with Mr. Pexton who testified earlier on this 
point of permitting the big packers to reverse the 1920 consent decree. 
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All that probably could result from that would be greater concentra- 
tion of power in the hands of the giant meatpackers. To permit the 
spirit of the 1920 consent decree to be repudiated, would turn back 
the clock more than a full generation. We exhort your committee to 
implement the necessary legislative and legal safeguards required to 
prevent such occurrence. 

With equal ardor, the big packers are embarked on a plan to elimi- 
nate Federal gr: ading of slaughtered animals. Having made some 
beginnings in ‘connection with proposed suspension of Federal lamb 
grading, we know that the will continue unabated to deprecate the 
value of the grading services. The members of this committee, we 
believe, need no further arguments than have already been abundantly 
presented to you at prior heari ings in support of the inestimable benefits 
that accrue to the general public from the protection that is inherent 
in this grading program. And, as for the small packer, Federal grad- 
ing is his first line of defense against the onslaught of millions of 
adv ertising dollars spent by the packer combines to substitute brand 
names for Specific quality controls over the finished consumer product. 
It will require watchful vigilance on the part of committees such as 
yours to prevent any br eakdown of this valuable public safeguard. 

Through mergers, unethical practices, destruction of the competi- 
tive price e mechanism of the free market, monopoly, and concentration 
of economic power between the major food chains and the big packers, 
the small independent meatpacker businessman is caught in a pincers 
that is squeezing him into ultimate ruin. If such should occur, cer- 
tainly the public welfare would not be served. It is our humble 
opinion that responsible Government should not and must not permit 
this to happen. 

Mr. Brown. Thank you very much, Mr. Kaslow. 

Mr. Counsel. 

Mr. MacIntyre. Mr. Kaslow, you heard the testimony of Mr. Need- 
ham, of Sioux City, I believe. 

Mr. Kastow. I did, sir. 

Mr. MacInrryre. And I believe in your statement you have indi- 

‘ated that you are in thorough agreement with him about the need 
for reforms to remove this credit. squeeze that the chainstores have 
placed on him and other packers ? 

Mr. Kastow. There is a very definite need, Mr. MacIntyre, for some 
relief in that direction. Mr. Needham spoke of the fact that some 
of the livestock exchanges have been requesting the execution of bonds 
on the part of the packers before they would give any consideration 
to a lengthening of the payment privileges. The fact is that in Omaha 
every packer must furnish a bond to the livestock exchange before it 
can operate on the exchange, so that the bond problem in and of itself 
is of no consequence. 

Nevertheless, the exchange has not rereated from its policy of 
requiring our packers to make payment within the 24-hour limitation. 

It occurs to me that that will probably have to be done through 
this proposed plan that the Agriculture Department apparently is 
now working on. I don’t know to what extent they have progressed 
in that direction. But it is apparent that they recognize now that 
there has to be a narrowing of the limitation between the 24-hour pay- 
ment and the 12-, 14-, 21-day period before the packer receives com- 
pensation. 
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Mr. MacIntyre. I don’t recall whether your statement shows it, but 
how many members—how many packers are members of your asso- 
ciation ? 

Mr. Kastow. The majority of the independent packers are members 
of our association. I mentioned some 15 independent packers in 
Omaha, of which 11 are members of our association. 

Mr. MacIntyre. And what proportion of the total slaughter and 
packing of cattle bought on the Omaha market would you think is 
represented by them? What percentage? 

Mr. Kastow. We consider that approximately 40 percent of the 
purchases made on the Omaha market are through the means of the 
independent packers that operate in that area. 

Mr. MacIntyre. By the entire 15? 

Mr. Kastow. That is correct. 

Mr. MacIntyre. Forty per cent. 

Now, you spoke several times, of course, about chainstores and their 
integrated operations. There is a chainstore packinghouse in that 
area, is there not? 

Mr. Kastow. Yes, there is a very substantial chainstore packing 
plant operations in Lincoln, Nebr., which is approximately 60 miles 
from Omaha. 

Mr. MacIntyre. That is the American Stores Co. ? 

Mr. Kastow. The name of that packer is the American Stores Co., 
Lincoln Packing Division. 

Mr. MacIntyre. And it is considered a part of the Omaha market? 

Mr. Kastow. Very definitely part of our market. 

Mr. MacIntyre. What is your statement as to the total part of 
that packing market represented by that one packinghouse of the 
American Stores Co. ? 

Mr. Kastow. Well, Mr. MacIntyre, the information is not available 
to us. It is private information that the American Stores Co. I am 
sure could give you. We are in no position to tell you accurately for 
several reasons. 

Like many of the chainstore operations in the packing business, 
their purchases are made in the country markets, a very large per- 
centage of it, and that, of course, we have no access to. A portion of 
it is acquired on our terminal livestock market, and some of course 
at the country auction markets. 

So, I am really in no position to tell you, though we do know they 
are a substantial user of livestock. 

Mr. MacInryre. Whatever cattle is slaughtered there would be a 
part of the federally inspected slaughter of Omaha, wouldn’t it? 

Mr. Kastow. I think it would be. They are a federally inspected 
plant, and would be revealed in the information that is available to 
the Agriculture Department. 

Mr. MacIntyre. Would you say that its portion of the business 
there would equal the total volume of the business of several of your 
members ? 

Mr. Kastow. I would say a very substantial number of our inde- 
pendent packers do not buy as much combined, as the American Stores 
Co. buys for their plant at Lincoln. 

Mr. MacIntyre. So to put it another way, it is a single operation 
that has replaced several independent small businesses and packers 
in that market ? 
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Mr. Kastow. They are certainly encroaching upon a volume of 
business that would normally flow to many of our independent packers. 

Mr. MacIntyre. Mr. Chairman, at this time I would ask that there 
be included in the record these figures of the federally inspected 
slaughter of cattle and livestock in Omaha. This was furnished to us 
by the U.S. Department of Agriculture. For the year 1958, cattle, 
1,645,966 head, calves, 13,097, hogs, 3,742,385 head, sheep, 675,676 
head. 

The figures for 1959 of course have not been completed, but I have 
a tabulation here of the monthly figures to date for each of those cate- 
gories, and I ask that they be included in the record at this time. 
~ Mr. Brown. Without objection, it is so ordered. 

(The document referred to is as follows :) 


Federal inspected slaughter, Omaha, Nebr.,’ Oct. 15, 1959 














| 
Calendar year— Cattle Calves | Hogs | Sheep 
| 

| 1, 645, 966 13, 097 3, 742, 385 | 675, 676 
149, 604 763 379, 021 86, 075 
116, 995 758 356, 468 66, 361 
139, 312 694 357, 964 69, 992 
150, 665 943 368, 274 85, 985 
142, 149 1, 563 304, 150 61, 324 
144, 938 | 558 301, 827 56, 569 
156, 182 1, 286 328, 474 50, 156 





139, 657 | 758 310, 973 47, 159 





1 Including a few outlying plants. 


Mr. MacIntyre. Mr. Kaslow, you heard testimony here today about 
the practices engaged in by these direct buyers at the country points, 
using what is known as pencil shrink, charge backs, and what have you. 

Are you acquainted with practices of that kind being used in your 
market ? 

Mr. Kastow. Mr. MacIntyre, that is a similar type of practice that 
prevails throughout our market, by both the large packers as well as 
the chainstore buyers—they utilize those identical procedures in our 
market. 

Mr. MacIntyre. That is all, Mr. Chairman. 

Mr. Brown. Do any of the small packers utilize those devices? 

Mr. Kastow. Mr. Needham explained to you, because of the credit 
squeeze that is forced upon the independent packers it does become 
necessary on occasion for the independent packer to attempt to acquire 
a supply in the country, because of the float that is permitted, float in 
quotation marks, meaning the ability to hold payment in abeyance 
before checks clear and drafts are cleared. They will, under those 
circumstances, purchase and acquire some source of supply from 
country markets. 

Essentially, the supply for the independent packers in Omaha comes 
from the terminal livestock market. 

Mr. Brown. Mr. Kaslow, during the recent steel strike, did your 
members report any appreciable decline in the consumer grade for 
beef ? 

Mr. Kastow. Mr. Schumacher, who is the president of our associa- 
tion, and who is, of course, much better and much more familiar with 
those facts than I would be, has indicated to me that actually we did 
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not experience any appreciable change because of that particular 
situation. 

Mr. Brown. In other words, the demand held firm ¢ 

Mr. Kastow. Reasonably so, Congressman Brown. 

Mr. Brown. Mr. Roosevelt? 

Mr. Roosrvert. Mr. Kaslow, I am ver y happy I got here to at least 
hear a part of your testimony, and I assure you that I will give it 
the most careful study, as w ell as the other testimony which unfortu- 
nately I had to miss this afternoon. 

But I did arrive in time to hear you make your remarks on the 
relationship to the legal proceedings now going on concerning the 
1920 consent decree. 

I would like to associate myself with your comment on that, for 
this reason. 

If the basic and fundamental principles which brought about that 
consent decree were sound, and we must believe they were sound— 
they remained in operation for many many years, and were therefore 
in the public interest—it would seem to me a poor excuse to upset them 
simply because someone else in the other direction was going forward 
to accomplish the same thing. And my question would be, would 
it be unreasonable to think that should the 1920 consent decree be 
reversed, or be obliterated, that there would also be the great danger 
that that would be the opening door for an amalgamation of the 
chainstore and the large packer to accomplish exactly what was pro- 
hibited in 1920? 

Mr. Kastow. I agree with you wholeheartedly, Congressman Roose- 
velt. There just is no question in my mind wh: atsoever that this would 
be an opening wedge, the damage of which is inestimable at this par- 
ticular moment. 

Mr. Rooseverr. And the fact that many of the things that the con- 
sent decree was instituted to stop have been stopped, is certainly no 
assurance they would remain stopped if you opened the door again. 

Mr. Kastow. Yes, sir. But you also recognize, Congressman, what 
a terrific argument the big packers have today with the chainstore 
coming in the back door, opening up packing plants. It is the great- 
est boon in the world for them to be able to use that as a basis for 
insisting upon the reversal of the consent decree. 

Mr. Roosrvett. Mr. Kaslow, isn’t is, therefore, the challenge not 
only to this committee, but to the Congress, to all those interested in 
the public interest, to go forward with measures which would, instead 
of taking a negative approach to it, take a positive approach to it, 
which would make the rules fair by applyi ing the same rules to every- 
body ? 

Mr. Kastow. Correct. 

Mr. Roosrvenr. That would simply mean the same rules that apply 
forward in integration of the packers would apply in reverse, to those 
in the distribution industry? 

Mr. Kastow. That is correct, sir. 

Mr. Roosrvetr. Now, I was happy to hear your remarks with re- 

spect to the Federal grading of slaughtered animals. If you may re- 
member, this committee had a considerable part in trying to stop, and 
successfully stopping, the obliteration of the lamb g -ading. And I 
simply want to point out that this requires constant vigilance on the 
part of those who are interested, and bringing such matters to the at- 
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tention of those who are not at all times on the alert. This means that 
at the first sign of any such consideration, that the consumer groups 
and every other group should be alerted, and that the public respon- 
sibility, therefore, really transcends alerting our own membership—it 
means trying to find w ays of telling the Members of Congress and 
telling all the interested groups that “such a move is about to happen. 
Because these things unfortunately happen before we know they are 
happening. 

Mr. Kastow. It almost happened in the lamb grading situation. 

Mr. Roosreveitr. Yes. And believe me, the people interested in that 
kind of thing for obvious reasons are never going to cease trying to 
put it over if there i isany way for them to put it over. 

Mr. Kastow. Certainly our association will try and make Congress 
aware of that whenever such a thing occurs. 

Mr. Roosrvetr. Thank you, Mr. Kaslow, 

Mr. Kastow. Thank you. 

Mr. Moore. Mr. Kaslow, I appreciate your bringing out, from the 
independent meatpackers’ standpoint, this question “of the cost squeeze 
you are in, as far as independent packers, and also generally the bal- 
ance of your statement. 

I would think that, Mr. Counsel and Mr. Chairman—this question 
of the cost. squeeze and the delay in payment here, the reason for it, 


is something that we could very well have the presidents of these 


chains, with their accountants and proper vice presidents in charge 
of their finance divisions—it seems to me this problem might be 
localized somewhat as to this area—and have them come before this 
committee, and tell us why, considering the large capital underwriting 


that these large chains have, why there is a delay in the period of time 
in the neighborhood, in some instances, of 20 to 30 days before their 
bills are paid. I think that if we put their feet to the fire, we might 
get this credit squeeze lessened somewhat, or certainly get an answer— 
whether we will accept it remains to be seen. And then be guided by 
whatever practices they deal in henceforth in our attitude toward 
proper legislation, 

Mr. Roosrvent. May I say to my colleague I will be delighted to 
collect kindling wood with him for the building of the fire. 

Mr. Kastow. Congressman Moore, your suggestion is certainly well 
taken and would be a step in the right direction. It strikes me that 
it comes within the scope of the Federal Trade Commission, who is 
charged with the responsibility of promulgating fair trade practices 
to perhaps lay down some rules. The Federal Trade Commission has 
been very successful in getting what we call consent agreements of 
one kind or another, without benefit of an actual court ‘procedure. 

I think it comes within their se “pe to bring to the attention of the 
large chainstore, major chainstore buyers, that this is a practice that 
is doing economic violence to a large segment of the population, and 
that, therefore, they ought to give consideration to an earlier payment. 
And it seems to me that, as Mr. Needham says, we don’t favor putting 
more laws on the books, and circumscribing economic conditions with 
more and more laws, ordinances, and rules. But it strikes me that 
this can be worked out, if there is only a desire and a willingness on 
the part of both sides to ‘do the fair thing. 

Mr. Moore. My thought, sir, is simply this—which parallels the 
expression that you have | just made. 
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Generally, when we talk about a legislative consideration, certain 
arts of the country are up in arms with respect to legislation—“We 
on’t need it, we can do it ourselves.” And the next part is that gen- 

erally everybody shies away from a court decision or an apparent 
consent decree to cure an injustice. It would seem to me that this 
is in one area—if the chainstores as a result of this hearing, this 
investgation, are catching a little bit of old-fashioned American hell, 
they could simply, as a matter of public relations, pay their bills on 
time. 

Mr. Kastow. I agree with you, Congressman. And it can be done 
that way, Iam sure, if they only want to doit. 

Mr. Moore. At no cost to them, practically. 

Mr. Kastow. That is correct. 

Mr. Brown. Thank you very much. 

Mr. Kastow. You are entirely welcome. 

Mr. Roosevett. The Chair would like to state at this time that the 
committee had accepted and issued a subpena to Mr. John Christian, 
vice president, Cudahy Packing Co., Omaha, Nebr., in direct relation- 
ship to the consent decree matter which has been frequently alluded to 
in this hearing. Mr. Christian, through counsel, communicated with 
the committee and asked consideration of the fact that he was ap- 
pearing in court proceedings in Chicago, it would be tremendously in- 
convenient for him to be present, and asked the committee to con- 
sider receiving a certified copy of his testimony before the court /n the 
matter of the United States of America, plaintiff, vs. Swift & Co., 
et al., defendants, No. 58C613, in the U.S. District Court, Northern 
District of Illinois, Eastern Division. The date this testimony was 
taken was from October 19 to October 21, 1959. 

The committee has agreed to the request that has been made. We 
have received the certified copy of the testimony. And at this time 
counsel wishes to read into the record a short portion of that testi- 
mony, and without objection, the rest of the testimony, or the certified 
copy of the testimony, will be received for the committee record, but 
only that part put in the printed record which is read here today. 

Counsel will proceed with the reading of that portion of the testi- 
mony of Mr. Christian. 

Mr. MacIntyre. I would like to say first, Mr. Chairman, that a 
large portion of this testimony of Mr. Christian had to do with the 
reasons why the large packers feel that they should be relieved from 
the conditions and provisions of the consent decree of 1920. He pointed 
out at considerable length in his testimony that these large packers 
are up against what he terms an unfair condition, by virtue of the 
backward intergration of retailers. He detailed that in several days 
of testimony. He also then was asked by Government counsel a 
number of questions about how he, his company, and other large 
packers dealt with chainstores in the direct marketing that they have 
done with the chainstores. And it is that part of his testimony, only 
about 2 pages of which I will read into the record of these hearings. 

Commencing at page 2126 of the testimony, the question was put to 
Mr. Christian this way: 

Mr. Christian, at the point where we recessed, we were discussing the matter 
of the present day method of selling to the national chains as distinguished from 
the local chains, supermarkets, and so on, and you had testified that in recent 


years there had been set up a central sales organization to sell these national 
chains, is that correct? 
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Answer. Yes, but—go ahead, that is correct, yes. 

Question. Now, in selling to the national chains is there a consolidated billing 
monthly to these chains of all of these purchases? 

Answer. Oh, I am sure there must be. The invoices go out with the ship- 
ments. As a result the invoices are paid on the basis of every 7 days or every 
14 days, so far as I know. I don’t know how they do pay it. 

Question. Then there is an appropriate setup whereby you can determine at 
the end of each month at the central office or elsewhere how much for example 
the A. & P. or Kroger and Safeway or some other national chain has purchased 


regardless of the product? 
Answer. We don’t do that, since we have been in Omaha, in 1954; I don’t 


do that now. 

Question. What is your procedure now? 

Answer. Well, the procedure now, if you want to know, what we are doing 
with the chainstores as such is, we usually break it down, but very seldom do 
we break it down to the A. & P. and the Kroger and the various ones unless 
we have some particular reason for doing it. 

May I interpolate there, what he means, he is breaking it down in 
selling land through one sales organization of his company, beef 
through another sales organization, and hogs through another. 

Question. You indicated that on, for example, the shipment of beef, it is a 
matter of individual negotiations between the chainstore and the beef seller. 

Answer. Yes, sir. 

Question. One of the vice presidents? 


Answer. Yes, sir. 
Question. In other words, the vice president has the discretion to shade the 
rice? 
7 ‘cama, Well, actually there isn’t any shading. When it comes to shading, 
the beef is sold on its merits against the market, whatever the market happens 
to be. 

Question. What do you mean by the market? 

Answer. Well, the beef is being sold there in the marketplace. If it is 
Chicago, or it could be any particular area, we do know something about 
Chicago because we do have a market there. 

Well, that completes my reading from the record. The record is 
clear, however, that there is negotiation, and that there is a shading 
in that negotiation of the price from the market price by the buyers 
of the chainstores. 

Mr. Chairman, I ask that the remainder of Mr. Christian’s testi- 
mony be included in the files as a part of the record so that it all 
can Se considered together. I understand you have received it. 

Mr. Roosevett. You mean the entire testimony be included in the 
record ? 

Mr. MacIntyre. The testimony be included in the files of the com- 
mittee but not in the transcript of today’s proceedings. 

Mr. Moore. Mr. Chairman, I would like to reserve the right on the 
record, after having an opportunity to review this complete statement, 
if it is necessary or I deem it necessary in my judgment, or the judg- 
ment of any member of the committee, to cross-examine this indi- 
vidual, that I reserve the right to do so. 

Mr. MacIntyre. On that point, Mr. Chairman, I would like to 
make this comment. At your suggestion I did discuss with counsel 
for Mr. Christian the matter of his being made available for cross- 
examination by any member of the committee, and it was agreed that 
at the time the committee would be meeting in Washington on the 9th, 
10th, or 11th of December, he would be made available to any mem- 
ber of this committee. 

Mr. Roosrvettr. Without objection, the request of counsel is ac- 
cepted, and it is so ordered. 
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Mr. Rooseverr. The next and final witness for this afternoon is 
Mr. George Mancini, feed lot operator, Denver, Colo. 

Mr. Mancini, would you raise your right he and, sir? 

Do you swear that the testimony you are about to give this com- 
mittee will be the truth, the whole truth, and nothing bat the truth, 
so help you God? 

Mr. Mancini. I do. 





TESTIMONY OF GEORGE MANCINI, FEED LOT OPERATOR, 
DENVER, COLO. 


Mr. Roosrverr. Mr. Mancini, do you have any statement—may [ 
first say that Mr. Mancini is here at the request of the committee un- 
der subpena from the committee. 

Mr. Mancini. Right. 

Mr. Rooseveir. Mr. Mancini, if you have no prepared statement, o1 
ho opening statement—— 

Mr. Mancrnt. I have none, Congressman. 

Mr. Roosrvetr. Mr. MacIntyre, will you proceed with the ques- 
tioning, please ? 

Mr. MacInryre. Mr. Mancini, will you fully identify yourself on 
the record? 

Mr. Mancini. Yes, sir. I am George Mancini, partner of Wilhelm- 
Mancini feed lots, in Brighton, Colo. We also are in the ranching 
business. 

Mr. Roosrvert. In what business? 

Mr. Mancint. Ranching. 

Mr. MacInryre. You mentioned Wilhelm, is that a partner of 
yours ¢ 

Mr. Mancini. Yes, sir. 

Mr. MacIntyre. What is his full name? 

Mr. Mancrnt. David C. Wilhelm. 

Mr. MacIntyre. And that is at Brighton, Colo.? That is a feed lot 
operation. 

Mr. Mancini. Right. 

Mr. MacInryre. You spoke of a ranching operation—where is 
that? 

Mr. Manctnt. That is down at Cheraw, Colo. 

Mr. MacIntyre. Isthata partnership operation of yours ? 

Mr. Mancini. Yes, sir. 

Mr. MacIntyre. What size is the ranching operation 

Mr. Manernt. It is about 100 sections unit, sir. 

Mr. MacIntyre. What is grazed on it? 

Mr. Mancrnt. Yearlings, yearling cattle. 

Mr. MacIntyre. About what number? 

Mr. Mancrnt. Depending on the year—this is the first year of the 
operation—roughly 2,000 head. 

Mr. MacIntyre. And what size feed lot operations do you carry 
on out in Brighton? 

Mr. Manernt. The home address of the partnership is Brighton, and 
at Brighton we have an operation consisting of about 5,000 head on 
feed, and we have a unit down at Rocky Ford with something like 
3,500 on feed. 

Mr. MacIntyre. About 8,500 in the two? 
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Mr. Mancini. Average numbers ; yes. 

Mr. MacIntyre. And does your ranching operation supply part 
of that ? . 

Mr. Mancrnt. Yes, sir; at times. 

Mr. MacInvyre. And what about the remainder? Where do you 
get your other supplies of stock ¢ 

Mr. Mancrnt. From the general area, depending on the supply, and 
the year. Out of Texas, at different times, when available, Montana, 
W voming, Kansas, Nebraska. 

Mr. MacInryre. What do you consider is the total investment of 
the partnership in these combined operations ¢ 

Mr. Mancrnt. Oh, I would say well over a million dollars, sir. 

Mr. MacIntyre. What is the outlet you utilize for your fat cattle, 
from your feed lots 

Mr. Mancini. The outlet I would say would be anyone that wishes 
to pay the price that we ask for our cattle. Packers, ‘generally speak- 
ing, inthe Denver area. 

Mr. MacIntyre. Packers in this area ¢ 

Mr. Mancrnti. Yes, sir. 

Mr. MacInryre. Is Armour & Co. one of the customers / 

Mr. Mancrnt. Yes, sir. 

Mr. Macintyre. Isn’t Armour & Co. the most substantial customer 
you have? 

Mr. Mancini. At times; yes, sir. 

Mr. MacInryre. What part of your total output from the feed lots 
here at Brighton would you think Armour takes ¢ 

Mr. Mancrnt. At times, I would say they take over half of the 
production. 

Mr. MacInryre. Over half? 

Mr. Mancrnt. Yes. 

Mr. MacIntyre. What is the output of the feedlot at Brighton / 

Mr. Mancrnt. For a year, you mean, sir 

Mr. MacInryre. Yes, sir. 

Mr. Mancrnti. I would say about 12,000 head a year. 

Mr. MacInryre. Does any part of the output from your feedlots 
there go on to the market here in Denver? 

Mr. Mancrnt. No, sir; we have not moved anything into the ter- 
minal markets for the last year or so. At one time, we did. 

Mr. MacInryre. So 50 percent of its moves directly to Armour, or 
thereabouts—and how many other customers ? 

Mr. Mancrnt. I would say we sell to probably four or five other 
packing interests in the area. 

Mr. MacInryre. It is fairly well common knowledge as to who they 
are; isn’t it? 

Mr. Manctnt. Yes, sir. 

Mr. MacIntyre. Would you name them for the record ? 

Mr. Mancrnt. Pepper Packing Co., Swift & Co., recently we have 
had sales with Cudahy. I would say that that covered the major 
portions of the sales, sir. 

Mr. MacInryre. Would you say that Swift & Co. would be the sec- 
ond largest? You have named Armour as the largest. 

Mr. Mancrnt. At different times. About a year ago, they probably 
bought more cattle from us than Armour. But it just changed this 
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year where the sales, because of the strike and so forth, haven’t been 
quite as prevalent to Swift. 

Mr. MacIntyre. The greatest volume, then, go to those two cus- 
tomers ? 

Mr. Mancrnt. Not generally speaking, sir. 

Mr. MacInryre. Well, Armour takes about half, and Swift did at 
one time take as much as Armour from you ? 

Mr. Mancrnt. That is right. 

' Mr. MacIntyre. So Swift hasn’t dropped off a great deal recently, 
as it? 

Mr. Mancrnt. Well, recently we have had no sales to Swift. 

Mr. MacIntyre. So it has dropped off considerably ? 

Mr. Mancrnti. That is right. 

Mr. MacInryre. Of the livestock you sell Armour, are you ac- 
quainted with the outlet they utilize for the dressed beef made there- 
from ? 

Mr. Mancrnt. Not particularly. 

Mr. MacIntyre. Isn’t Safeway Stores one of the principal custom- 
ers; to your knowledge ? 

Mr. Mancrnt. I am sure that is correct. Whether our carcasses are 
ee category at the moment, though, I am not sure, on specific 
sales. 

Mr. MacIntyre. You know that to be the fact, though, don’t you? 

Mr. Mancrnt. That is right, sir. 

Mr. MacIntyre. Didn’t you recently go with a representative of 
Armour to one of the local banks for some financing of some of your 
operations so that Safeway would be able to increase its purchases 
of dressed beef from Armour ? 

Mr. Mancrnt. Not to my knowledge, sir. 

Mr. MacIntyre. Well, will you tell us what you did do in that 
instance ? 

Mr. Mancrnt. I am not sure that I take the point. Would you please 
ask the question again ? 

Mr. MacInryre. Didn’t you and a representative of Armour visit 
a local bank here quite recently, and inquire about some financing for 
you? 

” Mr. Mancrnt. I will answer it this way, sir. I am sure we did 
not go to a local bank with a representative of Armour. At least not 
to my knowledge. 

Mr. MacIntyre. Did you go to any financial institution with a 
representative of Armour, to request financing ? 

Mr. Mancrnt. No, sir. 

Mr. MacIntyre. Did you go to any institution here—financial in- 
stitution here or elsewhere for financing and place before that insti- 
tution a prospectus on your sales to Armour as a basis for the financing 
you were requesting ? 

Mr. Mancrnt. Yes, sir. 

Mr. MacIntyre. How recently was that? 

Mr. Mancrnt. In the last year. 

Mr. MacIntyre. That was in Denver here; wasn’t it? 

Mr. Mancrnt. Yes,sir. This was on our own initiative, sir. 

Mr. MacIntyre. Yes, sir. And a part of that prospectus put forth 
to the bank that Armour, of course, would be taking 50 percent or 
more of your output, and it had its sales to Safeway. 
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Mr. Manctni. There would be no definite consideration as to the 
number salable to Armour, sir, because the cattle would be our cattle, 
salable to whomever we wished to sell them. 

Mr. Roosevetr. Mr. Mancini, wasn’t the question—the question of 
counsel was in the prospectus or in the discussion or proposal that you 
had with this financial institution, did you not point out to them the 
sales that you expected to make to Armour, and then from Armour 
to their outlet ? 

Mr. Mancini. Yes, sir; that would probably be a projection, but 
of no necessity a definite number. 

Mr. Roosrvetr. But as a course of action in business, it was defi- 
nitely put forward as a prospective course of action in business? 

Mr. Tasccr. I believe you could term it that way ; yes, sir. 

Mr. Roosrvetr. Now, isn’t it a fact, Mr. Mancini, frequently when 
Armour comes out to buy cattle off of your feed lot, or to make 
arrangements for taking cattle from your feed lot—I will put it that 
way—that a representative of Safeway is with that representative 
of Armour? 

Mr. Mancrnt. This is incorrect, sir. 

Mr. MacInryre. Is it your testimony that that has not occurred? 

Mr. Mancrnt. Yes, sir. 

Mr. MacIntyre. Never? 

Mr. Mancini. Never. 

Mr. MacIntyre. Has the representative of Armour discussed with 
you the need for meeting certain specifications on price as well as 
quality and other conditions in its sales to Safeway ? 

Mr. Mancrn1. I have had no conversation with Armour relative to 
sales made to Safeway, sir. 

Mr. MacIntyre. Is it your testimony that Armour has not had you 
to do custom feeding on cattle that a representative of Armour told 
you would goto Safeway ? 

Mr. Mancini. We have had no cattle on feed in the ownership of 
Armour, sir. 

Mr. Roosevetr. I don’t think that is the question, Mr. Mancini. 
The question is have you ever been told by Armour that they requested 
you to do a certain type of feeding in order that the requirements of 
Safeway might be met? 

Mr. Mancini. Excuse me, sir—I follow you. This has been not so. 

Mr. MacIntyre. Have you done considerable feeding of cattle com- 
mitted to go to Armour on a gain basis? 

Mr. Mancrnt. No, sir. 

Mr. MacIntyre. What, in general, are the terms under which you 
make your sales to Armour ? 

Mr. Mancini. If Armour will pay the price we desire, we may make 
the sale to Armour. 

Mr. MacIntyre. How do you arrive at that price you desire? 

Mr. Mancini. By the marketing conditions of the day, sir—what- 
ever we deem the value of cattle. 

Mr. MacIntyre. How do you determine that in relation to what is 
being paid on the public market here? 

Mr. Mancini. By the standards of live values—I mean the quality, 
gradeability, and yieldability of our livestock, in relationship to what 
we determine are bringing elsewhere. 
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Mr. MacIntyre. Now, on that yieldability, will you describe what 
it is, in your terms ¢ 

Mr. Mancrnt. Yieldability, sir, I mean theamount of dressed beef 
from a specific animal, after slaughter. 

Mr. MacInryre. And what percent do you thus guarantee in 
yieldability ? 

Mr. Mancrnt. I do not guarantee the yield, sir. I price the cattle 
as to the value of the yield that I determine that they would project. 

Mr. MacInryre. Well, let us take today’s pr ice, and put it down in 
cents, and then on yield. What do you classify in the way of yield on, 
say, today’s price? 

Mr. Mancrnt. Well, if an animal today—today’s price—yields 62 
percent, I value this animal in relation to the carcass value, in Chicago 
or Denver, the dressed beef value, sir. 

Mr. MacIntyre. Well, do you do it with reference to the Denver 
value? 

Mr. Mancrnt. Yes, sir; in most instances. 

Mr. MacInryre. Well, have you done so this past week ? 

Mr. Mancrni. Not this past week, sir; no. We have marketed no 
cattle this past week. 

Mr. MacIntyre. Well, when did you market your last cattle? 

Mr. Mancini. A week or so ago. And those cattle were not sold 
on the basis of a live value that day. They were sold on the basis of 
an average of values for the week. 

Mr. MacIntyre. Will you explain that? 

Mr. Mancrnt. Average values for the week would be cattle sold in 
northern Colorado on the weekends, and the livestock values on the 
terminal markets of Denver—the terminal markets of Denver on Mon- 
days, Tuesday, and Wednesdays. In other words, it would be a com- 
posite of values as we determine the average value for the week of a 
prescribed animal. 

Mr. Brown. Would counsel yield at that point ? 

About every other livestock feeder that I have ever talked with feels 
that he has to take pretty much what he is offered at a given time on 
a given day, based on this thing called the market. Are you telling 
us that you are a big enough operator that you ask and get an asking 
price ? 

Mr. Mancrnt. In many instances I do, sir. 

Mr. Brown. Do you all the time? 

Mr. Mancrnt. I strive to. 

Mr. Brown. And you base that asking price just on your general 
knowledge of the business, without reference to the market reports 
from the Denver stockyards, or from the St. Joe stockyards, or those 
in Omaha ? 

Mr. Mancrnt. | Ary n’t mean to infer I don’t use those values as part 
of my judgment, s The relative values of the area and what other 
people are getting, aid what other people are paying, certainly affects 
your knowledge o f what you think your animal is worth, sir. 

Mr. Brown. What you are saying is that you always try to get the 
sited market price ? 

Mr. Mancrnz. Certainly; we must. 

Mr. MacIntyre. Now, referring back to this instance of when you 
went to secure additional financing, wasn’t that for the particular pur- 
pose of expanding and extending your operation ? 
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Mr. Mancint. Not particularly, sir. I would say that the prime 
procedure there would be to consolidate our financing so that we could 
have more capital available to our specific needs as “this ranch which 
we acquired ato a year ago—just a bigger necessity for capital. 

Mr. MacIwryre. it would be an overall working-capital increase ? 

Mr. Mancini. Yes, sir. 

Mr. MacIntyre. Not for any particular expansion or extension of 
the operations into any other field ? 

Mr. Mancrnt. I was thinking particularly of the slaughtered cattle, 
sir—not specially to extend that operation of the sl: aughtered cattle. 

Mr. MacIntyre. To extend the operation of slaughtered cattle? 

Mr. Mancint. Not to expand it—it wasn’t necessary to expand that 
phase of the oper ation. 

Mr. MacInryre. It was to extend the ranching operation ? 

Mr. Mancrnt. Well, necessarily so. As I say, we purchased the 

ranch about a year ago, and it required more capital. 

Mr. Brown. Of the cattle that you feed and handle, what percent 
of them do you hold title ? 

Mr. Mancini. That varies, sir. We run what we like to call 
custom feeding operation. We feed cattle for several of our associates 
and friends. At some times, it may run 70 percent cattle in our title. 
At times it may drop to 50 percent. 

Mr. Brown. But it is a combination of custom feeding and private 

Mr. Mancrtnt. Yes, sir, 

Mr. Brown. Do you also handle herd development for investors, 
where investors invest in beef cattle, to build up their herd for capital 
gains? Do you do anything like that ? 

Mr. Mancrnt. Not as such, no. 

Mr. Brown. That is done out in this area. 

Mr. Mancint. I have heard instances where this is being done; yes. 
Mr. Brown. Do any of the people for whom you do custom feeding, 
have you to do it in order to show an operating loss for income tax 

purposes ? 

Mr. Mancrnt. I don’t believe this is the general case at all. Most 
of our clients are people who are interested in making money. Many 
of them are ranchers who, for example, this year didn’t wish to take 
the price available for their product, and so to extend the possibilities 
and gamble, they put them on feed to sell them at a later date, sir. 
Then it fits in with the droughts—when they must move their livestock 
off the ranges, they have to go to a feedlot, and this is something that 
occurs when the weather conditions are unfavorable. 

Mr. Brown. Under your formal or informal contractual arrange- 
ment with your clients or associates, are you at liberty to sell the 
finished product to whomever you wish on whatever terms you feel 
are best? 

Mr. Mancrnt. Some of these people insist that we do this for them. 
Others elect to do it themselves. By and large, it is under their 
direction that we act. 

Mr. Roosevetr. Would you yield at that point? 

Do you have among those for whom you do custom feeding any 
packers who own the cattle? Do you have any packer-feeders in the 
form of integrated organizations, such as have been referred to in this 
hearing ? 
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Mr. Mancrni. We at the moment have a few head for a packer that 
owns them; yes, sir. 

Mr. Roosevetr. What—would you name that ? 

Mr. Manctni. Cudahy. 

Mr. Roosrvetr. Do you have any custom-feeding customers who 
are integrated as has been referred to in this hearing, in the distribu- 
tion end of the business ? 

Mr. Mancrnt. No, sir. 

Mr. Roosrvetr. Have you ever had any ? 

Mr. Mancini. Not to my knowledge, sir. 

Mr. Brown. Have you ever fed any cattle where the title was held 
by corporations engaged in other fields, such as petroleum or chemicals 
or some other corporation of that type? 

Mr. Mancini. Not for corporations—for some individuals, but not 
for corporations. 

Mr. Roosrverr. Mr. Mancini, you testified in response to a ques- 
tion by counsel awhile ago that you knew positively that a representa- 
tive of Safeway had never accompanied any representative of Armour 
to your feedlot. Can you say positively that no one ever did that, 
or are you saying to the best of your personal knowledge no one ever 
was present? 

Mr. Mancini. Thank you, Congressman Roosevelt. I meant to in- 
fer that this did not occur as a transaction that I was aware of. 

Mr. Roosrvetr. Thank you—because I was a little bit worried about 
it, in view of certain information before the committee. 

Mr. Moore. I have no questions, Mr. Chairman. 

Mr. Roosevett. Any other questions? 

Mr. MacInryre. I have one. 

You spoke a few moments ago in answer to one of Mr. Brown’s 
questions that you were feeding a few cattle owned by a packer. What 
is a few, in your language ? 

Mr. Mancrnt. Well, at this time a few cattle would be roughly 200 
or 300, sir. 

Mr. MacIntyre. Has the number been greater than that, where you 
have the cattle handled under the ownership of a packer in custom 
feeding at any time for anyone? 

Mr. Mancrnt. Yes, sir. 

Mr. MacIntyre. Would you name those. 

Mr. Manctni. For the same parties, sir; it would amount to ap- 
proximately 1,500. At our feedlot. 

Mr. MacInryre. I believe your testimony is to the effect that none 
of these—none of this cattle goes to market from your feedlot, but 
goes directly te the packinghouses. 

Mr. Manctnt. For those custom fed for a packer that is the case. 

Mr. MacIntyre. That is true also of those you sell to Armour, 
isn’t it—you sell them on a negotiated basis directly to Armour ? 

Mr. Mancrnt. That is right. But we may, if we elect, sell them 
toanyone wecareto. They are our cattle. 

Mr. MacIntyre. But you have elected to go on with Armour off 
the public market, in negotiating with them. 

Mr. Manctnt. Not as 100 percent case, sir. I mean we have the 
election to sell those cattle to whom we please. If we can’t get the 
price we want from Armour, we will sell them to someone else. They 
are our cattle to sell to the highest bidder. 
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Mr. MacIntyre. Isn’t it a fact that Armour has advanced some 
financing on that, prior to the finishing out of the cattle? In a great 
many instances? : 

Mr. Mancrnt. Prior to the fattening out ? 

Mr. MacInryre. Prior to the time for your delivery of the cattle 
to Armour, hadn’t there been an advance of money to you on the 
cattle? 

Mr. Mancrnt. There has been, yes—sometimes on sales of prescribed 
cattle; yes. 

Mr. MacIntyre. In those instances, you haven’t been free to take 
that cattle out and sell it to other customers, have you? 

Mr. Mancini. No, we have made a decision in that instance we 
would deliver that specific group of cattle to Armour. 

Mr. Roosrvetr. What price has been agreed upon for the sale of that 
particular critter ? 

Mr. Manctni. Well, the price we elect to take for future delivery, 
sir. If we feel that the market is justified for a higher price, and we 
can achieve it, we do so. If we are fearful of the price, and wish to 
contract forward, and fix our sale, we may do that. We have done 
that with other packers also. On forward contract. 

Mr. Roosrvetr. Sometimes you make a forward contract, you take 
a gamble, you will set a specific price at that time, win or lose? 

Mr. Mancrnt. Right. 

Mr. Roosrverr. When you make your delivery, what are the terms 
of payment that you make first with Armour? Do they pay you within 
24 hours, 48 hours, or what period ? 

Mr. Mancrni. After the contract for future delivery ? 

Mr. Roosevetr. Now. 

Mr. Mancrnt. I see. 

Mr. Roosrvetr. Actual delivery. How soon do you get your money ? 
In other words, when the sale is completed and delivery is made? 

Mr. Manctnt. We attempt to—well, the agreement is that we get 
the payment within 24 hours, or shortly thereafter. 

Mr. Roosrveir. Secondly, does this apply also to the cattle that 
you are holding, although the title may be in somebody else’s name? 

Mr. Mancrnt. Yes, sir. 

Mr. Roosrvett. Exactly the same terms—they get their money, and 
you must transmit immediately to them ? 

Mr. Manernt. That is right, sir. 

Mr. Brown. Do you ever extend credit to the purchasers beyond 
24 hours? 

Mr. Mancrnt. I don’t believe we have ever done this in any instance. 

Mr. Roosrvetr. So, Mr. Mancini, so far as you know in this instance, 
the only slow payer is the chainstore operations? 

Mr. Mancint. I am sure that if the transaction is at our feedlots, 
that that certainly would be the case. 

Mr. Roosrvett. Have you dealt with chainstore operations? 

Mr. Mancrnt. No, sir. 

Mr. MacIntyre. You have been testifying about these forward pay- 
ments that Armour has made on cattle it is to take later. 

That hasn’t been an isolated matter with you, has it? It has been 
on a substantial volume of your total business with Armour; hasn’t 
it? 

Mr. Mancrnt. Recently I would say, yes. 
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Mr. MacIntyre. On a substantial part of the total volume? 

Mr. Mancrnt. Yes, sir. 

Mr. MacIntyre. When you say recently, what do you mean by 
that? What period of time is that? 

Mr. Mancini. I would say the last year. 

Mr. MacIntyre. Over the last year ? 

Mr. Mancrni. Yes. 

Mr. MacInryre. You certatnly do not take any risk of losing any 
money in running an operation of that kind, do you, with Armour, 
when they advance the money to you before the cattle is fed out? 

_ Mr. Mancini. Well, that may not be the complete value of the cattle, 
sir. 

Mr. MacInryre. No, but your terms of sale are such that—with 
Armour—that you are going to cover the cost in such an instance; 
are you not ? 

Mr. Mactnt. Yes, that may be the case. But that won’t predicate 
that there won’t be a loss on the cattle, sir. 

Mr. MacIntyre. A loss to whom ? 

Mr. Mancrnt. Either party. Or ourselves. 

Mr. Brown. Let’s get the details of this operation. Could you 
think of the last sale you made on that basis. What price did you get 
for the cattle ? 

Mr. Mancrnt. In dollars and cents, the last sale to Armour was 
$26.32, I believe, for heifers. 

Mr. Brown. And at the time you calculated that price, what was 
the going market price at the Denver stockyards on heifers? 

Mr. Mancrnt. This was the week of November 1 to 5, I am pretty 
sure, and at that time the general averages were somewhere in the area 
of 251% to 261% for heifers, leaving the extreme top out of—just the 
general average range of field grade of Choice heifers. 

Mr. Brown. So in other words in this instance you did not get a 
premium above the market, did you ? 

Mr. Mancrnt. I am sure we did; yes, sir. 

Mr. Brown. You just told me the price was $25.50 to $26.50, and 
you took $26.32. 

Mr. Mancrnt. Well, in judging the values of livestock, the differen- 
tial of $26.32 to $26.50 isn’t too wide a margin, because quality can 
certainly affect the differential of—the difference between 32 cents 
and 50 cents. 

Mr. Brown. I am sure it can. But I took your answer a while ago 
to imply that because of controlled feeding, ‘and so forth, you got a 
substantial premium above the going market. 

Mr. Mancrnt. I feel that these particular heifers couldn’t have 
been sold to any advantage to anyone else, sir. 

Mr. Roosevett. Wait a minute. 

Mr. Brown. What would they have brought at the livestock auction, 
if you had taken them there ? 

Mr. Mancrnt. I can’t say. But I did have heifers of this same lot 
that I offered to other packers, and I couldn’t quite get this price that 
day. 

Mr. Brown. What was the best price you were offered ? 

Mr. Mancrnt. Twenty-six and a quarter. 

Mr. Brown. So actually, you made a sale for later delivery, and you 
based it just on the market as of that time, and one of the reasons no 
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doubt in your mind was that you felt the market might break later, 
wasn’t it? 

Mr. Mancint. Well, this particular sale was not a contract forward. 
These cattle were sold that given week—I mean delivered and sold 
within the transaction of 1 week. 

Mr. Brown. All right. I thought you were giving me an instance 
of a forward sale. 

Mr, Mancini. Isee. 

Mr. Roosevetr. If my colleague would yield for a minute. Am I 
correct in judging from this that Armour got stuck a little bit. 

Mr. Manornt. | wouldn’t say they got stuck, sir. 

Mr. Roosrvetr. They just paid above the market for what? This 
critter you seem to tell me couldn’t have been sold to anybody else. 
And it was sold to them at a higher price. I don’t see what they got 
for their money, for the premiums. 

Mr. Mancrnt. I don’t mean to imply they couldn’t have been sold 
to anyone else. I wasn’t able to sik then to anyone else that given 
week at that price. 

Mr. Roosevetr. So you unloaded them on Armour. You did pretty 
good. Icongratulate you. 

Mr. Brown. Let’s take a forward sale—the last forward sale you 
made to Armour. What price did you get for those? 

Mr. Mancini. We haven’t had anything of that nature in the last 
2 or 3 months. 

Mr. Brown. Well, let’s go back. 

Mr. Mancrnt. We have had a declining market, and it has been 
pretty hard to sell contracts forward to any of the packers. They are 
not quite—well, they are really reluctant to buy forward when you are 
facing a lowering market. 

Mr. Brown. Let’s take the last forward sale you made, 6 months 
ago, 8 months ago, whenever you made it. 

Mr. Mancrnt. I would say the last forward sale to Armour was prob- 
ably a year ago. 

Mr. Brown. What did you get for those ? 

Mr. Mancini. That would certainly be a matter of full utilization 
of memory. I seem to recall a figure of $26. 

Mr. Brown. And that was about a year ago. 

Mr. Mancini. Yes, sir. 

Mr. Brown. Was that lower than the market price at the terminal 
market in Denver at the time? 

Mr. Mancrnt. I recall the fact that we were in a precarious—this was 
in February, a year ago last February. And we were in a situation 
then where everyone was trying to outguess markets. No one seemed 
to be certain whether we were going up or down. We were happy to 
fix our sale value at $26. We sold Swift & Co. cattle of this same 
particular kind at that same time for relatively the same figures. And 
I am pretty sure those sales were all in the $26 to $26.50 area. 

Mr. Brown. And that was below the terminal market price at the 
time, wasn’t it? 

Mr. Mancrnt. No, I wouldn’t say that would be true. 

Mr. Brown. Would you say it was the equivalent of the terminal 
market price ? 

Mr. Mancrnt. Yes, sir, that or better. 
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Mr. Brown. I wonder if you could supply to the committee the 
exact price, so that we won’t tax your memory here, and the exact 
date of the transaction, so that we could compare it with the terminal 
market price. 

Mr. Mancrnt. I would be happy to. 

Mr. Brown. Thank you, sir. 

Mr. MacIntyre. Would you also supply the amount of the forward 
payment made by Armour on that, and how much in advance of the 
delivery that payment was made. 

Mr. Mancrnt. On this particular sale, sir, I am pretty sure there 
was no forward payment. There was just a contract of sale and set 
up dates of delivery. In many cases in northern Colorado I am sure 
that on forward contracts it was short term, and by short term I mean 
2 to 3 weeks—in many instances there are no prepayments made on 
the catle. And I am rather certain that in this instance, that that 
applies. 

Mr. Brown. In that instance, you were just hedging on the future. 

Mr. Mancrnt. Right. 

Mr. Brown. But in other instances, you have sold on forward sale 
in order to get an advance payment. 

Mr. Mancin1. That is certain, yes. 

Mr. Brown. As a means of getting additional capital. 

Mr. Mancini. Right. 

Mr. Brown. In those instances where you sold to get additional 
working capital, have you received a premium price for your animals, 
or have * you taken about the market price, or a little less ? 

Mr. Mancrnt. Naturally we are always striving to get a premium. 
I won’t say that anyone can do this generally, but by and large we 
certainly must, to be successful operators, making sales that surely 
would be on the general averages. This we attempt todo. 

Mr, Brown. Yes. But where you sell and get advance payment in 
order to get working capital, were you willing to accept a little less 
price ? 

Mr. Mancini. I would sayno. Iam sure that is correct. 

Mr. Roosrverr. Mr. Mancini, counsel has certain information which 
he wants to doublecheck before putting additional questions to you. 
I don’t want to inconvenience you. I know you are a very busy busi- 
nessman. Normally would you be in town tomorrow morning about 
9 o’clock, for your normal business operations ? 

Mr. Mancrnt. I would; yes. 

Mr. Roosevett. I am ‘going to require, then, that you be present 
before the committee for questioning at quarter to 9 tomorrow morn- 
ing, and we will be through with you at 9 o’clock. 

Mr. Mancrnt. Thank you. 

Mr. Rooseveitt. We want to thank you for your appearance here 
tonight. We will see you quarter to 9. 

The meeting will stand adjourned until 8:45 a.m. tomorrow morn- 
ing. 
(Whereupon, at 5:15 p.m., the subcommittee recessed, to reconvene 
at 8:45 a.m., Tuesday, } November 17 , 1959.) 
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Howser or REPRESENTATIVES, 
SuscomMMItreE No. 5 on DistriputTion PropteMs 
OF THE SeLect Commitrree To Conpucr A Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusINEss, 
Denver, Colo, 

The subcommittee met, pursuant to recess, at 8:45 a.m., in Senate 
Chambers, State Capitol Building, Denver, Colo., Hon. James Roose- 
velt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt, Brown of Missouri, and Avery. 

Also present : Representatives Rogers : and Chenoweth. 

Also present: Everette MacIntyre, general counsel; and Brooks 
Robertson, analyst. 

Mr. Roosrvetr. The committee will come to order, please. 

Mr. Mancini, will you come forward, please ? 

Good morning, sir. You have already been sworn, so I don't need 
to swear you again. If you would just make yourself comfortable. 
counsel has one or two questions he would like to put to you, sir. 


TESTIMONY OF GEORGE MANCINI, FEEDLOT OPERATOR, 
DENVER, COLO.—Resumed 


Mr. MacIntyre. Mr. Mancini, yesterday afternoon you spoke of a 
transaction pursuant to the terms of which you had made a sale of 
some cattle recently, I believe you said to Armour, at $26.32 per hun- 
dredweight. Do you recall that? 

Mr. Mancrnt. $26.32 a hundredweight; yes, sir. 

Mr. MacIntyre. The normal trading units of price would be i 
terms of quarters, wouldn’t they—261,, D6? ¢ 

Mr. Mancrnt. This is true. 

Mr. MacInryre. How did you happen in this instance to arrive at 
a figure of $26.32? 

Mr. Mancrnt. Sir, this, as I tried to imply, would be based on the 
yieldability of these cattle. The higher the yield the more we get for 
the cattle. 

Mr. MacIntyre. So it was worked on a formula of yieldability ? 

Mr. Mancrnt. That is right, sir. 

Mr. MacIntyre. Will you explain to the committee all you can 
recall about that formula, as it was utilized in that particular instance ? 

Mr. Mancini. Well, in this particular instance, the cattle yielded a 

specific percentage above a visual perceptive figure, and this was 
established after slaughter, so the cattle carried a plus factor in their 
yield. The specific percentage points I don’t recall. 
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Mr. MacIntyre. Well, what were the terms of the formula and the 
facts as they applied to the yieldability in that instance! 

Mr. Mancini. This would be again ae to the average of the 
slaughter—the price was predic: ated at 61 percent, and our cattle 
slaughter for the week, Armour’s aaeilind If the average 
would yield 62; we would pick up a 1-percent slaughter credit—1 
percent of the v: alue credit. 

Mr. MacInryre. What was that average on yieldability of Ar- 
mour’s at that time to which your formula applied ¢ z 

Mr. Mancrnt. At this specific slaughter date? 

Mr. MacIntyre. Yes. 

Mr. Mancrnt. I don’t quite recall, sir. 

Mr. MacIntyre. But it is obvious to you that yours yielded better 
than the average? 

Mr. Mancrnt. In that instance, that was the case, yes. 

Mr. MacInryre. And that would account for the odd cents per 
hundredweight? 

Mr. Mancini. Yes, sir. 

Mr. MacIntyre. That has been somewhat common in your dealings 
with Armour, hasn’t it ? 

Mr. Mancini. In many instances, yes. 

Mr. MacInryre. Well, regularly ? 

Mr. Mancini. Beg pardon? 

Mr. MacInryre. It has been regular, in the course of business. 

Mr. Mancrn1. In the last few months, I believe this is true, yes. 

Mr. MacInryre. You were asked several questions yesterday about 
a representative of Armour, and representatives of Safeway, being 
together in considering purchases of your cattle by Armour. Do you 

ecall those questions / 

Mr. Mancini. Yes, sir. 

Mr. MacIntyre. And I believe on yesterday afternoon you stated 
you had no recollection of any visit by the representatives of those 
two concerns to your feedlot. 

Mr. Mancini. I recall the statement, yes, sir. 

Mr. MacIntyre. Do you have better recollection on that this morn- 
ing, as to any instance? 

Mr. Mancini. Lamsorry, I donot. Ihave no better recollection. 

Mr. MacIntyre. What about your knowledge of the representa- 
tives of those two firms being ps gE and visiting a feedlot of an- 
other feeder for the purchase of cattle ? 

Mr. Mancini. I do not recall any such occasion, sir. 

Mr. MacInryre. Whether in‘ and near Denver or away from 
Denver / 

Mr. Mancini. Right. 

Mr. MacInryre. Now, we were speaking yesterday about the dif- 
ferent operations of Wilhelm and Mancini, and you detailed that it is 
in the operation of the ranching, and it is also in the operation of 
feeding. 

Mr. Mancini. Yes, sir. 

Mr. MacIntyre. Do you carry separate accounts on those two oper- 
ations for the partner ship ¢ ¢ 

Mr. Mancrint. Yes, sir; they are separate accounts. 

Mr. MacIntyre. Where are they carried ? 
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Mr. Mancrnt. The accounts are carried at Denver and Brighton 
for the feedlots and the ranch. J 

Mr. MacIntyre. Well, do you draw on the Denver account only 
for the feedlot? 

Mr. Mancini. I am sorry, sir—you mean the bank accounts ¢ 

Mr. MacIntyre. Yes, sir. 

Mr. Mancini. They are all carried at Denver; yes, sir. 

Mr. MacIntyre. Whether they are for feedlot operations or for 
ranching ? 

Mr. Mancrnt. Yes,sir. 

Mr. MacIntyre. So that any draft you would make against that 
account in Denver would be for ranching or feedlot operations? 

Mr. Mancint. Right, sir. 

Mr. MacIntyre. So this million dollars of working capital you 
were seeking would have gone into that account ¢ 

Mr. Mancrnt. In this instance, sir, perhaps I misunderstood you— 
T took the question you asked me that—how much did we have as 

capital investment in our business. I am sorry—I misunderstood that 
wanadieens 

Mr. MacIntyre. Well, will you straighten us out on what you were 
seeking in additional to working capital on this occasion when you 
recently went to the bank in Denver ? 

Mr. Mancini. We were seeking additional capital to expand our 
operation at the ranch, at Cheraw, on the basis of closing our purchase, 
and required capital to stock the ranch, sir. 

Mr. MacIntyre. But this additional capital you were seeking would 
have been added to the account of the partnership / 

Mr. Mancrnt. Yes, sir. 

Mr. MacInrrre. And would have gone into the banking account 
here in Denver ¢ 

Mr. Mancini. Right, sir. 

Mr. MacInryre. So it could have been drawn on by the partner- 
ship for any of its operations in the regular course of its business ? 

Mr. Mancini. Yes, sir. 

Mr. MacIntyre. Whether it be feeding or ranching ? 

Mr. Mancini. Yes, sir. 

Mr. MacIntyre. Where do you buy your feed for your feeding 
operation ? 

Mr. Mancini. The roughage feeds are purchased in the specific area 
of use. At Brighton, we ‘purchase our roughages in the general area; 
in Rocky Ford the roughage is in that general area. The grains at 
Brighton are purchased from local as much aspossible,when available, 
and currently much of our concentrates of grain are coming from 
Nebraska and Kansas. 

Mr. MacInryre. In other words, you are buying your solids and 
your hay for your feedlot operations from farmers in and around 
vour feedlots ? 

Mr. Mancini. Yes, sir. We hope to benefit the local production as 
much as possible. 

Mr. MacIntyre. And in doing that, do you buy it on the stand or 
delivered to your pits ? 

Mr. Mancint. Delivered to the pits. 

Mr. MacIntyre. At what rate per ton on solid / 
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Mr. Mancini. Let me qualify my last statement. Some years it 
may be purchased on a contract at plating time, or some years it may 
be purchased standing in the field. Currently, this year, it was all 
purchased delivered at the pits. 

Mr. MacIntyre. Delivered at the pits, and at a price applicable at 
the time of delivery ? 

Mr. Mancini. Yes, sir. 

Mr. MacIntyre. What was that? 

Mr. Manctnt. This year it was $6.50 for the top quality silage, with 
some variables as to quality. 

Mr. MacIinryre. That is slightly over 3 cents a pound ¢ 

Mr. Manernt. $6.50 a ton would be, yes, sir. 

Mr. MacInryre. What about your hay ? 

Mr. Mancini. We use very little sun-cured alfalfa, sir. 

Mr. MacInryre. What price per ton / 

Mr. Mawncrni. It was varying this summer, during harvest, at 
around $20 delivered, and currently is up around $27 to $28 delivered. 

Mr. MacIntyre. In your sales to Armour and other packers, is it 
a fact that you deliver better than average quality when they buy 
direct from you? 

Mr. Mancini. The attempt is made, of course, to deliver specific 
type carcasses to the desire of the trade and the desired attempt to 
always possibly deliver the best product that we know how to produce 
and deliver, sir. 

Mr. MacIntyre. Well, generally it is better than the average 
quality ¢ 

Mr. Mancrnt. I would say that it is at least as good as the average 
quality. 

Mr. MacInryre. And that, of course, is demonstrated through this 
incident of a sale to Armour at 23.32? 

Mr. Mancrnt. 26.32. 
Mr. Macintyre. 26.52! 


Mr. Manernt. Yes, sir. That happened to be a good lot of cattle, 

sir. 
Mr. MacInryre. And what then happens to the average or below 

average quality cattle that vou have left? Where do they go? 

Mr. Mancrnt. In many instances to Armour, or others, dependent 
on the best buyer for the specific type. Some buyers have agreed for 
lower quality at a specific time, and others may not. Consequently, 
the best buyer is sought out with whom to merchandise the product 
at hand at the moment. 

Mr. Avery. Mr. Counsel, will you yield there for just a minute? 

What grade do you figure to finish your cattle to / 

Mr. Mancrnt. We are striving-— 

Mr. Avery. Depending on the market, I realize. 

Mr. Mancini. Yes, sir. We are striving currently, and by cur- 
rently I mean the last year or two, the attempt is generally speaking 
coming in as quickly as posible with a choice animal which would be 
less wasty, the objective of producing an animal that is of highest 
desire to the consumer. 

Mr. Avery. Isn’t that the grade the chainstores were talking about, 
isn’t that the grade they pretty much insist on? They want to get 
that choice stamp on there. but they don’t want too much waste? 
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Mr. Mancini. Right, sir. 

Mr. Avery. That 1s all. ‘ 

Mr. MacIntyre. Now, in your sales, direct sales to the packer, do 
you sell by the weight obtained at your scales ? 

Mr. Mancrnt. Yes, sir. 

Mr. MacInryre. You do not suffer any pencil shrink in your sales 
to them ? 

Mr. Mancrni. We do pencil shrink, sir. 

Mr. MacIntyre. To what extent? 

Mr. Mancini. Four percent has been the standard that we have 
used for quite some time. 

Mr. MacIntyre. That is on your direct sales to the packer / 

Mr. Mancrnt. Yes, sir. 

Mr. MacInryre. And you allow that irrespective of whether the 
actual shrink would be less than 4 percent? 

Mr. Mancini. We have a pattern, sir, of a consistency of planning 
to go along with this 4 percent shrink. If I may elaborate, by this 
I mean we have the cattle on full feed and water at all times. The 
bunks are constantly fully. And regardless of when the cattle are 
weighed, their condition is similar and practically speaking outside of 
conditions brought about by climatic changes, the animal has a free 
choice at all times to remain consistently full. 

Consequently, a 4 percent shrink at the scale, at any point, any 
time of the day, would reflect approximately as near as discernible the 
same type of a weigh-up. 

Mr. MacIntyre. What about chargebacks to you because of any 
grubs or any disease found in the animal after it is slaughtered ? 

Mr. Manctnt. We have had no occasion of payoffs or chargebacks 
because of this shrinkage. 

Mr. MacIntyre. Is it your arrangement to take care of them in the 
event they occur ? 

Mr. Manctrnt. In most of our direct sales, we deliver the cattle on 
the basis of current health and guarantee that there are no sick ones 
delivered, and unless specified—and this is rarely done—we guaran- 
tee nothing against the shrink or grubs or damages and bruises, sir. 

Mr. MacIntyre. What about liver conditions ? 

Mr. Mancini. Liver conditions the same. We guarantee no liver 
conditions. 

Mr. MacIntyre. What does your guarantee as to health mean, then ? 

Mr. Mancrnt. At the time of weighing, sir, that the health of the 
animals weighed is good health. In other words, we won’t attempt 
to sell anyone an animal that is sick at that point. If they get sick 
after they leave, certainly after they have been weighed the animal 
belongs to the person to whom you weighed them. 

Mr. MacIntyre. How do you consider that consistent with you 
taking a shrink in weights after they leave your scales? 

Mr. Mancrnt. Taking a shrink in weight after they leave the scale. 
You mean the 4 percent shrink after they are weighed ? 

Mr. MacIntyre. Yes, you take the shrink in weight, but you don’t 
take a charge back for anything else. How do you find those con- 
sistent ? 

Mr. Mancrnt. I think this is two different areas of thinking, sir. 

Mr. MacIntyre. Will you explain? 
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Mr. Mancrnt. I believe that an animal that is pencil shrunk is an 
animal which, under certain conditions, if it stood in dry lot, or trans- 
ported some distance, and taken away from his normal habitat. of feed- 
ing, this animal would not have a realistic full position. There would 
be shrinks in transit, shrinks because of changes of water and feed. 
Consequently, this animal, after leaving our feedlot, would not be 
in the same relative position of fullness as we speak of fill as at the 
moment of weighing at our scale. So to establish a point of definite 
weighability or condition, we feel that we have achieved this by 
maintaining these cattle, as I spoke a moment ago, on full feed and 
water at all times, and then consistently shrinking the 4 percent. I 
think we have established the position that carries the less variables. 

Mr. Brown. If I might interject. in there—of course, Mr. Mancini. 
you know your business extremely well. You seem to know all the ins 
and outs of it. So when you calculate the price, when you negotiate 
the price, you always have in mind that pencil shrink, don’t you ? Y 

Mr. Mancrnt. Definitely. 


Mr. Brown. And what you are interested in is coming out with the 
top dollar? 

Mr. Manernt. That is right. In other words, a $25 steer, a 1 percent 
shrink is worth a quarter a . hundredweight. And this is all calibrated 
in the final outcome of the sale. 

Mr. Brown. Now, you also sell on the basis of yieldability, don't 
you. 

Mr. Mancini. Yes, sir. 

Mr. Brown. I believe yesterday you told us that in every instance 
you get your p: iy from your purchaser within 24 hours. If you sell 
on yieldability, how do they know what the yield is within 24 hours? 

Mr. Mancrni. We attempt to slaughter these cattle—we attempt 
through the connections who slaughter these cattle the shortest time 
possible—between the date of weighing and delivering to the time of 
slaughter, so as to minimize the loss of yield and shrink and quality. 
We feel that the quicker an animal is slaughtered from the moment it 
leaves the feedlot, until it is hanging up on the rail, that this is a 
benefit to the carcass. Consequently, in most cases this is achieved 
with the 24-hour period. Sometimes, because of certain interjecting 
conditions, this may go on to a 36-hour period. But. the intent of the 
transaction is that this animal will be dead and hanging up on the 
rail within 24 hours of leaving our feedlot. 

Mr. Brown. And within 24 hours, they have slaughtered the animal, 
they have hung him on the rail, have calculated the yield, and have 
sent you a check ? 

Mr. Mancini. Well, this is all in the area of feasibility. Over the 
week ends, for example, if the cattle would happen to be slaughtered 
on Friday, with conditions that we face, and labor conditions, pos- 
sibly this transaction may not be paid for until the following Monday. 
But, j in most eases, the fact is that within 24 to 36 hours, the money is 
on the way to us. 

Mr. MacInryre. Who pays the transportation of the cattle from 
your scales to the packing plant ? 

Mr. Mancrnt. We deliver all cattle to the buyer from our feedlots, 
unless otherwise specified. 

Mr. MacInryre. Do you deliver them at your expense ? 
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Mr. Mancini. Yes, sir. 

Mr. MacIntyre. Now, where does title pass, then, at the time you 
unload them at the packing plant 

Mr. Mancini. Yes, sir. 

Mr. MacIntyre. Suppose one of the animals should become sick, or 
meet with an accident in transit? Whose loss would that be? 

Mr. Mancini. Weare insured for this, sir. 

Mr. MacInryre. By an insurance company—not by the buyer? 

Mr. Mancrnt. Not by the buyer. 

Mr. MacInrvre. I have nothing further. 

Mr. Roosevetr. Mr. Mancini, T want to go back to a Se that 
counsel asked you which refers to the question of yesterday. I do so, 
and I think I should in fairness tell you this—that the committee is in 
possession of information given to it at this time, not under subpena or 
under oath, that you do have knowledge of a visit by a representative 
of Armour and a representative of Safeway to a feedlot, my under- 
standing is, not your feedlot. 

And under normal circumstances, when there is a discrepancy be- 
tween information given us and information received from a witness, 
it is our duty to run it down and find out where the error is. 

Mr. Mancrnt. Yes,sir. 

Mr. Roosrveitr. And because you are under oath, I do want to ask 
you to search your mind once more as to whether or not you do have 
any recollection of ever having had any knowledge of representatives 
of Armour and Safeway being together : at any feeding lot. 

Mr. Mancini. Sir, [have striven sincerely to recollect this occasion, 
and certainly at those places at given times we have many visitors. 
And I just certainly cannot recall—I would be very happy to if I 
could sincerely say so—I cannot recall the incident where parties 
representing both these fives were together at our feedlot. I certainly 
just can’t at the moment. 

Mr. Roosrevetr. Would you say that it is possible that it might 
have happened ? 

Mr. Mancrnt. It certainly is possible. I wouldn’t establish the 
point it wouldn’t be possible. 

Mr. Roosrvetr. Thank you. 

Any questions ? 

At this time, I would like to welcome Mr. Chenoweth, our very dis- 
tinguished colleague from Colorado. 

Ed, if you have any questions of the witness, or any statements vou 
would = e tomake, we would be happy to have you do so. 

Mr. Cuenowern. No questions, but, Mr. Chairman, we like to have 
you hak ‘e in Denver. 

Mr. Roosrvetr. We appreciate having you here, because we appreci- 
ate your interest and knowledge of the subjeet. 

Mr. Mancini, you will stand excused, then, from the subpena. 

Mr. Mancini. Thank you. 

Mr. Roosrveir. For the convenience of the committee, the commit- 
tee would like now to hear together, if they are both present, Mr. 
George Weisbart, feed lot operator and me atpacker of Denver, and 
Mr. Abe Siegel, of Food Fair, Inc., of Denver, Colo. Are they both 
present ? 

Mr. Strcet. Mr. Abe Siegel is present, 
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Mr. Roosevett. Is Mr. Weisbart present ? 
Mr. Weisbart is not here yet and when he does come, if you don’t 
mind, we will invite him to join you here, so that we may perhaps 
put our questions to you when you are together. 

Now, Mr. Siegel, if it is all right with you, may we go forward 
with your interrogation at this time? 

Mr. Ger. I am Louis Gelt, attorney for Mr. Siegel, and I will be 
sitting with him. 

Mr. Roosrvetr. It is my understanding, Mr. Gelt, you are not here 
as a witness, but will simply be advising your client ? 

Mr. Getr. That is right, sir. 

Mr. Roosevetr. Mr. Siegel, will you raise your right hand, please? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 
Mr. Srecex. Yes, sir. 


TESTIMONY OF ABE SIEGEL, FOOD FAIR, INC., ELIZABETH, N.J., 
ACCOMPANIED BY LOUIS GELT, ATTORNEY, GELT & GROSSMAN, 
DENVER, COLO. 


Mr. Roosrvett. Mr. Counsel, do you want to proceed, please ? 

Mr. MacInryre. Mr. Siegel, will you fully identify yourself on the 
record ¢ 

Mr. Stecet. My name is Abe Siegel. I live at 317 Stockton Road, 
Union, N.J. Iam employed by Food Fair Stores as a plant manager 
for the plant in Elizabeth, N.J. 

Mr. MacIntyre. What sort of plant ? 

Mr. Stecex. Slaughtering plant. 

Mr. MacIntyre. What kind of animals? 

Mr. Srecet. We slaughter cattle, calves, and lambs. 

Mr. MacIntyre. Now, quite recently you have been doing something 
for your firm in the Denver area, have you ? 

Mr. Srecet. I was asked by Mr. Samuel Friedland to come to Denver. 

Mr. Macintyre. When? 

Mr. Srece,. On October 16. 

Mr. MacIntyre. For what purpose? 

Mr. Srecet. To buy cattle for an established plant by the name of 
Union—United Fryer & Stillman. 

Mr. MacIntyre. You came to Denver to buy cattle for United Fryer 
& Stillman ? 

Mr. Sreceu. Yes, sir. 

Mr. MacIntyre. And who is United Fryer & Stillman ? 

Mr. Srecex. It is a corporation, I imagine, a Denver corporation. 

Mr. MacIntyre. Is it owned by Food Fair? 

Mr. Srecet. I don’t know. 

Mr. MacIntyre. You don’t know anything of its relationship with 
Food Fair? 

Mr. Sreceu. No, sir. 

Mr. MacIntyre. What were your duties in connection with buying 
cattle for it ? 

Mr. Smecex. Mr. Samuel Friedland asked me to come here and buy 
cattle for this plant. 
Mr. MacIntyre. What did you do in buying cattle for the plant? 
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Mr. Strecen. I was told what kind of cattle to buy. 

Mr. MacIntyre. Told by whom? 

Mr. Srecex. By the operators of United Fryer & Stillman. 

Mr. MacIntyre. What did they tell you they wanted in the way of 
cattle ? 

Mr. Stecex. They wanted heifers and steers. 

Mr. MacIntyre. From where? From what sources ? 

Mr. Siecet. From the stockyards, and out in the country, if it was 
possible. ; 

Mr. MacInryre. Did they tell you anything about where to go in 
the country to look for them ? 

Mr. Stecet. Only people that told us they had cattle to show us 
in the country. 

Mr. MacIntyre. Was this your first experience in buying cattle in 
this area? 

Mr. Srecex. Yes, sir. 

Mr. MacIntyre. What happened? Did Fryer & Stillman run out 
of buyers in this area? Why were you sent here to do buying? 

Mr. Srecet. I think United Fryer & Stillman, it was a new 
corporation. 

Mr. MacIntyre. And formed when? 

Mr. Srecex. I don’t know when the corporation was formed. 

Mr. Roosrvetr. Well, you know it is new, so how do you know it 
is new ? 

Mr. Stecer. Well, I was told it was new. 

Mr. Roosrvett. When did they start slaughtering cattle? 

Mr. Stecet. Friday—I will have to look at my calendar. TI can tell 
you. Can I look at my calendar? 

Mr. Roosrvetr. We are not trying to delve in details. What year 
was it? 

Mr. Stecer. 1959. 

Mr. Roosevett. Thank you. So now we have pretty well established 
when they got into the business. 

Mr. MacIntyre. That was after you arrived in October, then ? 

Mr. Stecet. Yes, sir. 

Mr. MacIntyre. In other words, it was after the middle of October 
that they started slaughtering cattle? 

Mr. Srecet. Yes, sir. 

Mr. MacIntyre. And they undertook the slaughtering of cattle 
bought by you? 

Mr. Srecex. Yes, sir. 

Mr. Roosrvetr. Would it be fair to say that Food Fair had some- 
thing to do with putting this company or this corporation into the 
business of slaughtering cattle? 

Mr. Strecet. I don’t think I can answer that. 

Mr. Roosevert. In other words, you don’t think there is any con- 
nection with the fact that they started slaughtering cattle at the same 
time that you came out here to represent them for Food Fair, and to 
be their buyer? You want to tell this committee there is no connec- 
tion to that? 

Mr. Srecer. I was sent out here to buy cattle for the United Fryer 
& Stillman because that is my job. It is my job in Elizabeth. 

Mr. Roosrvetr. That is your job in Elizabeth to buy cattle for 
United Fryer & Stillman? 
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Mr. Strcet. No, sir; my job is to buy cattle for Food Fair in 
Elizabeth. 

Mr. Roosevetr. But out here you are buying it for Food Fair to be 
slaughtered by United Fryer & Stillman? 

Mr. Srecer. We weighed our cattle United Fryer & Stillman. 

Mr. MacIntyre. So they pay for the cattle. But they were not 
doing that until Food Fair sent you out here to do the buying for 
them ? 

Mr. Stecen. Food Fair sent me out. 

Mr. Roosrvetr. Who pays you ‘ 

Mr. Srecet. Food Fair. 

Mr. Roosrveitr. Then I think it would be fair to assume there was 
a direct connection between Food Fair and United Fryer & Stillman, 
don’t you? 

Mr. Stecet. I would think so. 

Mr. MacInryre. How long have you been buying cattle for Food 
Fair? 

Mr. Stecet. I have been working for Food Fair for 1414 years. 

Mr. MacInryre. It is a large retail food distributor, isn’t it, a 
chainstore ? 

Mr. Stecev. Yes, sir. 

Mr. MacIntyre. According to a report that we have here, that was 
released in July of 1959, it operates 380 stores in 210 cities and 80 
counties, the counties containing 1714 percent of all the U.S. families, 
which families account for 20 percent of the total U.S. food stores 
sales. The Food Fair’s share of the market in the area in which it 
operates is 7.2 percent. The total sales of $740 million last year. 

Now, you are acquainted with the area in which it operates, are 
you not ? 

That is in the area of New York, southern New England, and Penn- 
sylvania, and in Florida? Isn’t that correct? 

Mr. Sircer. Yes, sir. 

Mr. MacIntyre. It doesn’t operate any stores in the Midwest or 
in the Mountain States, does it ¢ 

Mr. Sircet. Not tomy knowledge. 

Mr. MacIntyre. What are its plans for doing that ? 

Mr. Stecer. I don’t know. 

Mr. MacIntyre. You have heard nothing about that ? 

Mr. Srecei. I am not on any policy committees. All I am is an 
employee of Food Fair. 

Mr. MacInryre. We are asking now about your knowledge and 
not about your duty. What do you know about plans of Food Fair 
for acquiring stores in the Roc ky Mountain territory ? 

Mr. Sircet. I know nothing about it, sir. 

Mr. Roosevett. Well, now, Mr. Siegel, you are not a novice in this 
business. When you buy for United Fryer & Stillman, and they 
slaughter what you buy, does everything that is slaughtered or 
processed by United Fryer & Stillman find its way back to the East, 
where Food Fair operates its stores ? 

Mr. Stecet. From what I can understand, they have sold a lot of 
beef in the East to wholesalers. 

Mr. Roosevert. No. I am asking about the cattle you buy for 
them. 
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Mr. Srece,. You mean what I bought when I was here, sir? 

Mr. Roosevetr. What you are buying now 4 

Mr. Stecen. I am not buying them now, because I have left. I was 
here for 3 weeks. 

Mr. Roosrvetr. And you are telling me that Food Fair no longer 
has you buying for them out here / 

Mr. Stecen. United Fryer & Stillman doesn’t have me buying for 
them. 

Mr. Roosrverr. If I may go back over your testimony, Mr. Siegel— 
and I am not trying to be unfair, but I think you have somewhat 
confused me and I think the rest of the committee. It was our under- 
standing a few minutes ago that you stated you were out here, and 
that your operations in Colorado were as a buyer for United Fryer 
& Stillman. 

Mr. Srecen. Yes, sir. 

Mr. Roosrevetr. You are now telling me you are no longer doing 
that / 

Mr. Steger. That is right. 

Mr. Roosevetr. What are you doing out here now / 

Mr. Stecex. [ was subpenaed to come back out here. 

Mr. Rooseverr. In other words, you came out for 3 weeks, and now 
you have gone back ? 

Mr. Srecer. Yes, sir. 

Mr. Roosrverr. And so now Food Fair has no direct representa- 
tive out here, is that correct / 

Mr. Stecen. Not tomy knowledge. 

Mr. Rooseverr. All right. 

Now, is it of your knowledge that Food Fair has leased the output 
of United F ryer & Stillman on a contract exceeding 5 years ? 

Mr. Siecer.. You are asking me something of their personal business 
that I know nothing about, sir. 

Mr. Roosrvett. Well, Mr. Siegel, if you came out here and helped 
set them up, you put them into operation in this field for Food Fair. 
Therefore, do you think it is reasonable for this committee to believe 
that you do not know whether or not the company is continuing in 
business with Food Fair? 

Mr. Srecet. You are asking me to assume that they are— 

Mr. Roosevert. I am asking you what your knowledge is. If you 
tell me you do not know about this matter I have to accept your testi- 
mony. But I find it difficult to believe you that you have no in- 
formation of any kind, that you have no knowledge whether your 
company is doing business with United Fryer & Stillman. However, 
if you gave that as your statement, I accept it. But I ask you, Is that 
your statement ? 

Mr. Strcrx. My statement is that they are shipping beef to Food 
Fair out of this plant. 

Mr. Roosrverr. I don’t see why you couldn’t have told me that in 
direct answer to the question. We would all save a lot of time. 
They are shipping, you know that. 

Mr. Srecen. Yes, sir. And they are shipping to other people, also, 
they tell me. 

Mr. Roosrvecr. All right. Have you any idea whether all of the 
purchases in the Denver area of Food Fair are made through United 
Fryer & Stillman ? 
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Mr. Srecet. All the purchases that they are buying in this area 
through United Fryer & Stillman. 

Mr. Roosrvert. I am asking you—are they ? 

Mr. Stecet. From what I understand, they are. 

Mr. Roosevett. Right. 

Mr. Stecet. You see I don’t have anything to do with the operation 
of the plant. I have nothing to do with the sales tickets. I have 
nothing to do with the policy in the plant. All I was asked for was 
by Mr. Samuel Friedland to come out here and purchase cattle. 

Mr. Roosevetr. Your job was to purchase cattle and set them up in 
business. 

Mr. Stecex. The kind of cattle that should be bought for this plant. 

Mr. Roosrvett. For Food Fair, not for this plant—isn’t that cor- 
rect ? 

Mr. Stecex. But I didn’t weigh anything to Food Fair. I weighed 
it to United Fryer & Stillman. 

Mr. Roosevetr. I am going to let Mr. Brown see if he can have 
better luck. 

Mr. Brown. While you were out here, how many head did you buy? 

Mr. Srecet. Altogether, I presume in the 3 weeks I was here I pur- 
chased around 3,100 cattle. 

Mr. Brown. 3,100. Now, when you went out to buy this, did you 
take anyone from United Fryer & Stillman along with you? 

Mr. Stecez. No, sir. 

Mr. Brown. You went alone? 

Mr. Smeceu. No, sir. 

Mr. Brown. Who went with you? 

Mr. Stecet. Mr. George Weisbart helped me. 

Mr. Brown. Who is Mr. George Weisbart ? 

Mr. Roosrvett. I think the record should show Mr. George Weis- 
bart is a feedlot operator who has been subpenaed by this committee. 
Is Mr. Weisbart present at this time ? 

Mr. Srecet. I understand he had a certain time to come here, and 
he figured that isthe time. He should be here. 

Mr. Roosevetr. Yes. If you see him arrive, I wish you would so 
notify him. 

Mr. Brown. Mr. Siegel, you talked with Mr. Weisbart ? 

Mr. Srecex. Yes, sir. 

Mr. Brown. And you discussed as you went along with Mr. Weis- 
bart the kind of cattle that you preferred to see Food Fair handle, 
did you not? 

Mr. Srecet. The kind of cattle that the United Fryer & Stillman 
should slaughter. 

Mr. Roosevetr. Food Fair, Mr. Siegel ? 

Mr. Srecet. Well, they were selling meat to other people, too. 

Mr. Roosrvetr. I know, but why did you go along? To represent 
other people? 

Mr. Srecez. No. 

Mr. Roosevett. You went along to look over the interests of Food 
Fair, didn’t you? 

Mr. Srecet. To tell you the truth, I don’t know how to answer 
that question. 
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Mr. Brown. Well, now, it is real simple. You were sent out here 
to show these people the standards of quality, and so forth, that you 
people in Food Fair prefer. 

Mr. Srecez. Yes, sir. 

Mr. Brown. All right. Now, you took a man along with you as a 
sort of—I mean you were a sort of a training man, to show hin what 
quality is sold. 

Mr. Siecet. It is usually when you go into a strange market you 
have an order buyer or somebody that is familiar with the market. 
And that is prevalent in any market you go to in the United States. 

Mr. Brown. So he just went along to show you where these cattle 
were and to introduce you to these producers ? 

Mr. Stecet. To the commissionmen in the stockyards, or to anybody 
that would want to sell cattle—that told him there was cattle in the 
country that would suit the requirements. 

Mr. Roosrvetr. Were you ever paid by United Fryer & Stillman? 

Mr. Smecex. No, sir. 

Mr. Roosevetr. You were out to buy for all of the customers of 
United Fryer & Stillman. You were not paid by the other customers. 
You were not paid by United Fryer & Stillman. You were paid by 
Food Fair? And you don’t want to tell me you think you were buy- 
ing primarily in the interests of Food Fair? 

Mr. Stecex. I can say that if you wish. I was helping to buy the 
type of cattle that Food Fair would use, and showing him the kind 
of cattle that they would use. 

Mr. Roosevett. All right. Now, I have one other question. 

Mr. Siegel, do you have a son ? 

Mr. Sreceu. Yes, sir. 

Mr. Roosevett. Is he in Denver? 

Mr. Sieceu. Yes, sir. 

Mr. Roosevett. What is his purpose in being in Denver ? 

Mr. Stecet. Buying livestock, cattle. 

Mr. Roosevett. For whom ? 

Mr. Srecet. For United Fryer & Stillman. 

Mr. Roosgvett. So he is replacing you? 

Mr. Srecex. I presume so. 

Mr. Brown. Is he on their payroll? 

Mr. Stecet. On the United Fryer & Stillman’s payroll. 

Mr. Brown. What did he do before he went to their payroll ? 

Mr. Srecet. An order buyer in Chicago. 

Mr. Roosrvett. For whom ? 

Mr. Stecet. For himself. 

Mr. Roosrvett. So now your son and you are employed by Food 
Fair and he has now become the buyer and is paid by United Fryer 
& Stillman ? 

Mr. Stecex. Yes, sir. 

Mr. Roosevetr. But to your knowledge there is no arrangement or 
no contractual arrangement between United Fryer & Stillman and 
Food Fair? I am asking you for your knowledge, now. I asked you 
that previously. I have discussed this matter with some representa- 
tives of your company. And I will find it very difficult if you turn 
around and answer me that you have no knowledge of such an arrange- 
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ment. However, whatever your answer must be, let us have it accord- 
ing to your knowledge. What is your knowledge, please / 

Mr. Stece. My know ledge is that—I don’t ‘know just how to put it. 
I hear things through the gr apevine, if you want me to say that, and 
I hear things that Food Fair is getting beef out of United Fryer & 
Stillman. That is the reason I came here, to show them the type beef 
they wanted out of United Fryer & Stillman. But I have no record 
of knowi ing who the owner is of United Fryer & Stillman, because 
I have no way of finding out the actual facts, because I am not an 
officer of the company. Iam just an employee. 

Mr. Roosevett. Have you ever been told that there is a contractual 
arrangement between United Fryer & Stillman and Food Fair? 

Mr. Strcev. Nobody has told me, no, sir. 

Mr. Geir. Mr. Chairman, may I just make astatement ? 

Mr. Roosrvetr. No, sir, you may not make a statement unless you 
are a Do you wish to testify before the committee ? 

Mr. Getr. It is not a question of testimony. It is just a suggestion. 
Mr. Samuel Freedland who has been referred to by Mr. Siegel is the 
chairman of the board of Food Fair Stores, Inc. Mr. Samuel Freed- 
land has been out of the United States and is due back the end of this 
month. And I understand—I am not the regular counsel, but I was 
talked to by their general counsel last Friday when I first came into 
this matter, that he would be back in the United States the end of 
this month, that we understand you are to have further hearings in 
Washington, I believe, in December, and that he would be very happy 
to appear and testify and go into these matters which are obviously 
beyond the personal knowledge of Mr. Siegel, who, as he says, is an 
employee and was taking orders from Mr. Samuel Freedland, chair- 
man of the board. T think you can get at all of this information. 
There is no desire on the part of anyone to keep it from coming before 
the committee. We do believe, however, that it is beyond the knowl- 
edge of this particular witness as to some of the details of the legal mat- 
ters of ownership and control and so on. They will be made available 
to the committee. 

Mr. Roosevetr. I thank counsel. And I think that that is helpful 
to the committee. And I might however say that there is at least 
a chain of circumstances showing that Mr. Siegel came out here for 
3 weeks, that he did buy cattle, that he was e employed by Food Fair, 
that the cattle was slaughtered by United Fryer & Stillman for the 
account of Food Fair, and that now his son is out here working for 
United Fryer & Stillman, according to the testimony of the witness. 
Let the record stand on that. 

Mr. Counsel, do you have any further questions? 

Mr. MacIntyre. I have another question or so. 

You were buying these cattle for United Fryer & Stillman when the 
committee’s subpena reached you here in Denver, were you not? 

Mr. Stecex. Yes, sir. 

Mr. MacIntyre. How long after that subpena was served on you 
was it before you left here to go back East ? 

Mr. Sriecex. I got the subpena on October 28, and I left here Novem- 
ber 6. 

Mr. MacIntyre. So you only remained 6 or 8 days after you got 
the subpena. 
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Mr. Srecet. Yes, sir. 

Mr. MacIntyre. Now, have the purchases of the cattle in this area 
by you and your son for United Fryer & Stillman had any effect on 
the quantity of cattle that you had been purchasing for Food Fair in 
the East? Has it resulted’in some reduction in the amount of your 
purchases there ? 

Mr. Srecer. No, sir. You mean—in what market are you talking 
about 4 

Mr. MacInryre. Any of the markets in which you are buying in the 
East for Food Fair. 

Mr. Stecet. No, sir. 

Mr. MacInryre. What markets do you buy in there for Food Fair. 

Mr. S1rcet. Chicago, on cattle. 

Mr. MacIntyre. And you are buying just as many now as before / 

Mr. Srecei. Yes, sir. 

Mr. MacIntyre. So Food Fair has stepped up its volume, then, of 
receipts, since it started receiving cattle from United Fryer & Stillman 
here in Denver? 

Mr. Stecen. You mean in the East they have stepped up their 
receipts ? 

Mr. MacInryre. No, the shipments to the East—you have added 
Denver to Chicago, so you have added volume. 

Mr. Strcen. We don’t have any cattle come out of this area alive 
to our plant in Elizabeth. 

Mr. MacIntyre. I wasn’t talking about live cattle. I was talking 
about carcass beef. You are shipping more now to Food Fair than 
you were before, are you not ? 

Mr. Stecer. You see, I don’t know much about the detail at the 
retail level—how many more cattle they are getting, or how much more 
beef they are getting. 

Mr. Roosrverr. Well, do you of your knowledge know of any other 
than your buying in the East through which Food Fair gets its re- 
quirements for its meat sales ? 

Mr. Siecet. Well, I hear they buy pieces and cuts in the markets 
that they have always bought pieces and cuts, in the 14th Street 
Market in New York, and the meat coming in from the West. I hear 
this, but, of course, we don’t have anything to do with the retail in 
our plant in Elizabeth. 

Mr. Roosrvett. I realize that, but while you don’t have anything 
to do about the retail prices, you are in essence the supplier for the 
major part of what is finally retailed, are you not? 

Mr. Stecen. You mean in the Elizabeth plant? 

Mr. Roosrvetr. Yes. 

Mr. Stecer. No, sir. 

Mr. Roosevett. And through your purchases in Chicago. 

Mr. Stecet. No,sir. We have a wholesale business in Elizabeth. We 
serve several people. 

Mr. Roosrveit. You mean the Elizabeth plant. 

Mr. Stecen. Yes, sir, it is a wholesale business. 

Mr. Roosrvett. To other stores. 

Mr. Srecen. To anybody that will purchase from us. We run a 
wholesale business there. 
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Mr. Roosrevert. However, of the needs of Food Fair, would you 
think—is it reasonable for us to assume that most of their needs have 
been, until the Denver operations, bought by you? 

Mr. Stecet. No, sir. 

Mr. Roosevett. Where would they buy ? 

Mr. Stecet. We were killing a certain amount of cattle—we would 
kill maybe 300, 400, 500 cattle a week, that we could sell them pieces 
of those cattle, or certain cuts of those cattle. 

Mr. Roosrvett. Sell who? 

Mr. Srecet. Food Fair. They were a customer of ours, out of our 
division, just like everybody else was. 

Mr. Roosrvett. However, you do not think that the major portion 
of Food Fair requirements were bought through you. 

Mr. Sreceu. No, sir. 

Mr. Roosevett. Have you any knowledge as to where they were 
bought ? 

Mr. Srecet. No, sir. 

Mr. Roosevett. You do not? 

Mr. Srecex. No, sir. 

Mr. Roosrvert. All right, sir, we must accept your testimony. 

May I again inquire where Mr. George Weisbart is at the present 
time? 

Then I will ask Mr. Brown if he has any questions of the witness. 

Mr. Brown. No questions. 

Mr. Roosrvett. Mr. Avery. 

Mr. Avery. You did testify, did you not, that the Elizabeth plant 
was owned by Food Fair? 

Mr. Stecex. Yes, sir. 

Mr. Avery. Do they kosher kill primarily ? 

Mr. Srecex. All kosher kill. 

Mr. Avery. The Elizabeth plant is all kosher kill? 

Mr. Srecet. Yes, sir, 100 percent. 

Mr. Avery. What about United Fryer & Stillman? Is it kosher 
killed, or is that conventional ? 

Mr. Srecet. That’s conventional. 

Mr. Avery. So probably that might have been one reason for Food 
Fair being interested in other sources of supply because their regular 
sources may be primarily engaged in kosher an, Do you think their 
trade had grown to the point where they needed a bigger supply of 
conventional slaughter ? 

Mr. Stecet. Well of course they don’t use kosher kill in Food Fair 
stores. 

Mr. Avery. Not at all? 

Mr. Srecev. No, sir; not tomy knowledge, in the East. 

Mr. Roosrvettr. Would you yield one moment? 

Mr. Robertson, I will instruct you at this time to make every effort 
to reach Mr. Weisbart on the telephone. 

Mr. Rosertrson. Yes, sir. 

Mr. Roosrvett. Mr. Avery, I am sorry. 

Mr. Avery. That is quite all right. 

Well, then, it is reasonable to assume that Food Fair, although they 
owned that Elizabeth plant, didn’t sell any of the kill. — : : 

Mr. Srzcet. Didn’t sell any of the kill to whom, sir? 
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Mr. Avery. To retail. 

Mr. Stecet. We sell anybody that will buy from us. We sell to 
wholesalers and jobbers. 

Mr. Avery. But the conventional Food Fair retail outlet store 
didn’t sell any of the kill from it, from Elizabeth, N.J., plant, in which 
you are employed. You told me, didn’t you, that was st rictly kosher 
kill? 

Mr. Stecet. We have a certain percentage of traiffe cattle that goes 
into the traiffe channels. We can’t have 100 percent traiffe. 

Mr. Avery. Approximately 50 percent? 

Mr. Srecev. No; our traiffe don’t run that heavy. Our traiffe runs, 
I would say, around 15 percent all year round, in the traiffe, because 
we clo a little further, probably, work, than the average person does. 
Mr. Avery. You mean you get a higher percentage of kosher 
kill? 

Mr. Siecex. Yes, sir. 

Mr. Avery. You are saying you get maybe as high as 85 percent 
kosher ¢ 

Mr. Srecex. Yes, sir. 

Mr, Avery. And Food Fair might have been a customer for the 
remaining 15 percent. 

Mr. Stiece.. Well, providing the cattle would suit their needs. 

Mr. Avery. They might have been. 

Mr. Stecex. That is right. 

Mr. Avery. All right. Now, the cattle you bought out here in 
Denver, could you tell the committee as to whether or not you bought 
most of them in the yards or most of them in the country ? 

Mr. Stecet. I would say about 50-50. 

Mr. Avery. In your country buying, were you here yesterday when 
Mr. Pexton testified before the committee? 

Mr. Stecer. Yes, sir. 

Mr. Avery. Would you say that the conditions of your sale were 
similar to those described by Mr. Pexton yesterday, as far as shrink- 
age is concerned, and as far as guarantee of cuts? 

Mr. Srecex. I just don’t get that question. 

Mr. Avery. I think you | heard Mr. Pexton testify there was pretty 
much a generally established 4 percent shrinkage in this area for coun- 
try buying. 

Mr. Srecer. Yes, sir. 

Mr. Avery. I think he also testified frequently there was a guaran- 
tee required for no grubs in the hide, no diseased liver, and several 
other items. 

Mr. Stecet. Nobody ever told me that. The only thing is if some- 
body had a sick animal, and I killed the cattle, they w ould send the 

-attle for a realization, and that is the first time I ever heard anything 
of realization. 

Mr. Avery. To your knowledge, were the conditions of sale, except 
the shrinkage, any different in the country than they would have been 
if you Recut in the yards in Denver? 


Mr. SEIGEL. To my knowledge as being a cattle buyer, I would say 
I don’t see too much difference in condition. 

Mr. Avery. Inthe condition of sale. 

Mr. Srecet. Yes, sir. 
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Mr. Avery. Except they are weighed up of course. Most of these 
commercial feeders have their own scales ? 

Mr. Srecex. It is that, or they go to another scale in the country 
close by. 

Mr. Avery. Those are Government-inspected scales. 

Mr. Sreceu.. Yes, sir. 

Mr. Avery. Other than the shrinkage, the other conditions of 
sale are the same ? 

Mr. Srecex. Of course, if the yield was going to be better, the man 
had better cattle, you would have to pay according to the market 

rice. 
: Mr. Avery. That is a matter of judgment and agreement between 
you and the seller. That has nothing to do with the kill. 

Mr. Srecet. No, sir. 

Mr. Avery. I don’t think that point has been established before. 
We don’t wait until they kill the cattle and see what is going to yield. 
Everybody stands on his own judgment. 

Mr. Srecet. That is what I have done since I have been here. 

Mr. Avery. I think that is all. 

Mr. MacInryre. I suggest, Mr. Chairman, that the witness now 
on the stand not be excused, but asked to step aside, and be ready and 
available to return to the stand with Mr. Wiesbart when he appears. 

Mr. Roosevet. It is so ordered, and at this time Mr. Siegel, will 
you step down, if you will. 

Is Mr. Elmer FE. Miller and Sol Davidson of the National Tea Co. 
present ? 

Mr. Miller and Mr. Davidson, we are happy to have you with us. 
Mav we swear you at this time? 

Mr. Leperer. I am William J. Lederer, general attorney for Nation- 
al Tea and subsidiaries. 

Mr. Roosevetr. We are happy to have you also. I will swear all 
three of you. 

Will you please raise your right hands? 

Do you, Mr. Miller, Mr. Davidson, and Mr. Lederer, each and every 
one of you, solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Mitter. I do. 
Mr. Davinson. I do. 
Mr. Leperer. I do. 












































TESTIMONY OF ELMER E. MILLER, DIVISION MANAGER, MILLER 
SUPERMARKET, DIVISION OF NATIONAL TEA CO.; ACCOMPANIED 
BY SOL DAVIDSON, MANAGER, MEATPACKING PLANT, NA- 
TIONAL FOOD STORES, INC.; AND ALSO ACCOMPANIED BY WIL- 
LIAM J. LEDERER, GENERAL ATTORNEY, NATIONAL TEA CO. 


Mr. Leperrr. Maybe before we start, I might just say that Mr. 
Davidson is the manager of our meatpacking plant, National Food 
Stores, Inc., a Colorado corporation, which has owned this plant since 
1945. And with that—I just wanted to acquaint you with who he was. 

Mr. Roosrvett. May I just ask whether this corporation is a sub- 
sidiary of National Tea? 






SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 1199 


Mr. Leperer. Yes, it is. 

Mr. Roosgvetr. Thank you, sir. 

Mr. Miller, would you just identify yourself also. 

Mr. Mixer. My name is Elmer E. Miller. I am the division man- 
ager of the Miller Supermarkets, a division of National Tea Co. 

Mr. Roosevett. Now, sir, counsel, will you proceed. 

Mr. Davipson. Do you want me to testify first? 

Mr. Roosgvetr. Do you have a prepared statement—— 

Mr. Davipson. No. We have no prepared statement. I have the 
figures that you asked for. 

Mr. Leperer. He is here in answer to your subpena. 

Mr. Roosevetr. Yes. Well, suppose that you want to submit the 
figures that are in response to previous questions of the committee. 
We will be happy to accept them at this time. We will probably 
interrogate both of you gentlemen together, so just don’t hesitate to 
speak up at any time. C ounsel, will you proceed. 

Mr. MacInryre. Mr. Miller, will you fully identify yourself and 
your position on the record, if you have not already done so. 

Mr. Mitter. I have just finished, sir. 

Mr. MacIntyre. And you have been divisional manager for Nation- 
al Foods, is it? 

Mr. Mixer. National Tea Co., Miller Supermarket Division. 

Mr. MacInryre. You are an official of the National Tea Co., then. 

Mr. Mrtuer. That is correct. 

Mr. MacIntyre. And it is a corporation under what State law? 

Mr. Leperer. State of Illinois. 

Mr. MacIntyre. And it isa chain food retailer? 

Mr. Mitter. That is correct. 

Mr. MacIntyre. And it, according to the report of July 1959, has 
907 stores in 494 cities and 284 counties. 

Mr. Mitter. That is correct, sir. 

Mr. Leperer. Well, I don’t know—I know we have about 900 stores, 
but I couldn’t say that the other information is correct. I don’t know. 

Mr. MacIntyre. The 1958 sales approximated $795 million? 

Mr. Mitter. That is correct, sir. 

Mr. MacInryre. It has been operating a chain of retail food stores 
in Denver ? 

Mr. Miter. That is correct—since May of 1957. 

Mr. MacIntyre. May of 1957. And that was formerly the inde- 
pendent chain of Miller Supermarkets ? 

Mr. Mitter. That is correct. 

Mr. MacIntyre. Of how many stores? 

Mr. Miter. At the time we purchased them, there were 27 stores. 

Mr. MacIntyre. How many now? 

Mr. Miter. Thirty-seven at this time. 

Mr. MacIntyre. You have added 10% 

Mr. Mrtter. Right, sir. 

Mr. MacIntyre. By acquisition or building? 

Mr. Miter. We acquired three, and opened up new stores for the 
remaining seven. 

Mr. MacIntyre. Did you do that before the first of 1959? 

Mr. Miter. No, sir. We opened up five stores during the year of 
1959. Of the seven new ones. 
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Mr. MacInryre. In general, what geographic area is covered by 
these 900 stores operated by National Tea ? 
_ Mr. Miter. In general they are from Canada to the Gulf of Mex- 
ico, from possibly Ohio to Denver. 

Mr. MacInryre. Not further west than Denver ? 

Mr. Mitier. No,sir. 

Mr. MacIntyre. And who is the president of National Tea? 

Mr. Miter. The president of National Tea is Harley V. Mac- 
Namara. 

Mr. MacIntyre. Mr. Miller, are you acquainted with the speech 
made by Mr. MacNamara, your president, before the Grocery Manu- 
facturers Association in the city of New York on November 11, 1958 # 

Mr. Mitter. I am sure I get a copy of all of his speeches. I don’t 
recall this one, but I am sure I have some knowledge of it. 

Mr. MacIntyre. That speech was entitled, “The New Concept of 
Cooperatives Between Supply and Selling in Marketing.” You re- 
member that title, don’t you? 

Mr. Miuter. Yes, sir. 

Mr. MacInrvrre. I would like to read you a sentence from it, and 
see if you recall it. 

As I said before, if you can’t lick your competition, join them. I am not 
recommending but I am suggesting if and when the image of the supermarket 
becomes so dominant that it influences brand preferences of the supermarkets 
brand over the nationally advertised brand, then you, as manufacturers, had 
better give some consideration to sharing your manufacturing facilities with your 
customers, and becoming the prime supplier of the supermarket brands in order 
to enjoy their cooperation and favor on a closer working arrangement for your 
own advertised brands of a similar nature. 

You recall that as part of that speech, do you? 

Mr. Mutter. That is correct, sir. 

Mr. MacIntyre. Mr. Chairman, I ask that Mr. MacNamara’s speech 
may be made a part of the transcript of the record at this point in its 
entirety, for the information of the subcommittee and any others who 
read the transcript. 

Mr. Roosevett. Without objection, it isso ordered. 

(The matter referred to is as follows :) 


THE NEw CONCEPT OF COOPERATION BETWEEN SUPPLY AND SELLING IN MARKETING 


(By H. V. MacNamara, president, National Tea Co., Chicago) 





(Presented at the 50th annual meeting of the Grocery Manufacturers of 
America, Waldorf Astoria Hotel, New York City, November 11, 1958.) 

Mr. Chairman, members of America’s greatest association of grocery manufac- 
turers, honored guests and friends, until a few days ago I knew only that I was 
to attend the annual meeting of the Grocery Manufacturers of America, and 
speak to you at this breakfast for about 10 minutes. Now that I am here, I 
find that this is the 50th anniversary of this association. Why more about this 
was not broadcast before, I can’t imagine, unless Paul Willis refrains from 
talking about golden anniversaries for fear of showing his age. 

These are changing times. All of you have witnessed a good many changes 
in your own organizations in the last 50 years. We too have experienced 
changes in our organization at National Tea Co. during the last 50 years, and 
an important change in particular in just the last year. 

As you know, four of the top five food chains in the United States have a 
tremendous number of their own private label products, many of which are of 
their own manufacture, but most of which are simply controlled labels under 
their own name. At National, I am proud to say, we have only a limited number 
of private label products most of which are not competitive to the nationally 
advertised brands, and we have even fewer controlled labels. 
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However, when I look at the sales and profit results of the four chains that 
still seem to stay a little ahead of us, in spite of our continued growth, I am 
wondering whether or not our policy is a right one. I am sure it was the right 
one 10 years ago. I feel quite confident that it is the right one today. But I 
am wondering if it will be the right one in the future? 

I heard the chairman of one of our outstanding advertising agencies at a meet- 
ing by and for agency people, ask the membership a question. “What do you 
do to sell your client’s coffee in a chainstore, which has its own brand of coffee, 
and whose own brand of coffee enjoys more of the market than your own client’s 
product? What can you and your client do to convince this chainstore that they 
should have another coffee, which is less in demand that is his own brand?” 

I did not hear the answer, and I don’t know whether or not there is an answer 
to this question. But apply this same question to all products sold in super- 
markets today, and you are going to have to come up with some answers. 

As I said before, “If you can’t lick your competition, join ’em.” 

I am not recommending, but I am suggesting. If and when the image of the 
supermarket becomes so dominant that it influences brand preference in favor 
of the supermarket’s brand over the nationally advertised brand, then you, as 
manufacturers, had better give some consideration to sharing your manufactur- 
ing facilities with your customers, and becoming the prime supplier of the super- 
markets’ brands in order to enjoy their cooperation and favor, on a closer work- 
ing arrangement, for your own advertised brands of a similar nature. 

What I am trying to say is simply this. If you have the best formula in the 
United States for instant coffee, wouldn’t it be to your interest to go to the 
supermarket operators and offer them your formula under their private brand 
name in return for consideration of your advertised brands? 

If you have the best receipe for cake mixes in the United States, and you find 
yourself competing not only with other millers, but with private labels as 
well, wouldn't it be better for you to consider making your prized and guarded 
recipe available to your customers under their label ? 

In other words, wouldn't it be better to join your competition so that he 
favors your advertised brands, because you are his source for his private labels? 

I could give you several concrete examples to illustrate how our company 
is doing exactly that, but this would be to divulge a confidence and show our 
competition the way to better compete with us. 

However, there are other directions you can take. For example, the manu- 
facturer of a nationally advertised product may want to sharpen his pencil, 
cut distribution costs curtail some wasted promotional expenses, and put 
himself in a more competitive price position to discourage the competition of 
private brands or controlled labels. 

This I will illustrate, as it is no secret. About a year ago our merchandise 
manager contacted one of the large millers, and toid him of a problem we were 
facing on refrigerated dough biscuits. Up to this time, our stores had not 
sold, to any extent, the so-called 10-cent package of biscuits. Now, as you 
may or may not know, there are not many, if any, items that sell as fast, 
package for package, in the dairy cases of our stores as refrigerated dough bis- 
cuits. which means this is a big traffic product, one on which we cannot long 
afford to be out of line. In our reluctance to sacrifice advertised brand name 
performance for price, we took the first idea that came to our minds and said 
to this big miller, “Won't you pack a private label biscuit for us with which 
we can meet this price competition?” The manufacturer said “No.” But he did 
say that in the event we found ourselves suffering from the 10-cent competition, 
he would see that something was done about it. A few months ago. after the 
10-cent biscuit problem had permeated throughout:our selling territory, we 
told this manufacturer that the time action had come. Either we were going to 
have to take on this unknown brand to sell profitably at competitive prices, or 
he would have to put us in a position to meet this competition. 

True to his word, he came through for us handsomely and satisfactorily. So, 
by taking our problem to the manufacturer and securing his cooperation, we did 
ourselves a big favor. Not only ourselves, but our entire industry as well. 
Because, of course, the same price reduction had to go across the board to every 
buyer, big and little alike. 

I do not know what the result was for our supplier on this particular product, 
but I do know that from a sales angle we both proved a point. Our sales are 
better than ever hefoere, we have enjoyed more sales and profits, and we have 
saved ourselves the necessity of handling duplicate inventories of additional 
brands in our crowded dairy case. 
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Mr. MacInryre. What in general is the scope of your authority 
and duty as division manager, Mr. Miller ? 

Mr. Miter. Our company is completely decentralized. The scope 
of my duties is branch manager of the Denver branch—in charge of 
all operations in the operating of our stores in this area. 

Mr. MacIntyre. When you say “operations of our stores,” you 
mean, of course, all retail merchandising. 

Mr. Miter. That is all retail, correct. 

Mr. MacIntyre. And you do, of course, have some supervision of 
purchasing? Some purchasing ? 

Mr. Mitter. That is right. 

Mr. MacIntyre. Will you explain what if any purchasing you do 
not have supervision over ? 

Mr. Miuurr. I have—indirectly through supervision—I am in 
charge of all purchases handled for this area, handled by our various 
buyers and supervisors. 

Mr. MacIntyre. That includes the buying of meat ? 

Mr. Miter. That is correct, sir. 

Mr. MacIntyre. Well, how far processed or prepared is the meat 
when it comes under your supervision ? 

Mr. Mitter. Our meat buyer will purchase meat for the needs of 
our stores in dressed form. 

Mr. MacIntyre. From whom? 

Mr. Mitter. From anyone within the area. 

Mr. MacIntyre. Who is he? 

Mr. Minter. Our meat buyer happens to be a gentleman by the 
name of Jim Gibson. 

Mr. MacIntyre. How long has he held that position ? 

Mr. Miter. In this particular branch, he has been here since De- 

-cember of 1958. 

Mr. MacIntyre. Where was he prior to that ? 

Mr. Muuer. In our New Orleans branch, in New Orleans. 

Mr. MacIntyre. What was the occasion of the shift to Denver ? 

Mr. Miter. Well, at my recommendation, we decided that we 

vneeded a new meat operator. 

Mr. MacIntyre. How long had you been here ? 

Mr. Miter. Since May of 1957. 

Mr. MacIntyre. You had been here approximately 7 months. 

Mr. Miuirr. That was the end of 1958. 

Mr. MacInryre. About 18 months? 

Mr. Mixer. About 18 months. 

Mr. MacIntyre. And prior to the time you made that decision, the 
meat buyer who had been serving you had been the meat buyer for 


the Miller Supermarkets which had been acquired by the National 
Tea Co.? 


Mr. Muuer. That is correct. 

Mr. MacIntyre. And for how long a period ? 

Mr. Mutter. To my knowledge over 20 years. 

Mr. MacIntyre. Why did you recommend that change? 

Mr. Mitter. Lack of cooperation, lack of followthrough. 

Mr. MacIntyre. In other words, the methods, following policy and 


so on, weren’t just according to Hoyle, according to National Tea; is 
that correct? 


Mr. Mutter. Partly right, yes, sir. 
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Mr. MacInryre. What part of it isn’t right? 
Mr. Mitier. There again, National Tea Co. does not decide every- 
thing. In other words, like I said, we were decentralized, we have 
certain few policies that we carry through, but not all. 

Mr. MacInryre. The others are decided at Chicago; are they not? 

Mr. Miuter. The others are decided at the branch level. 

Mr. MacIntyre. But some of that meat-buying policy is decided 
at Chicago; isn’t it? 

Mr. Miter. Nothing whatsoever out of Chicago. We are directly, 
in our branch, responsible for the operations and the profits and so on. 
Weare not told where we can buy. In other words, it is our advantage 
to buy on the market and the open market to the best of our advantage. 

Mr. MacIntyre. Is it your testimony, Mr. Miller, that you are not 
told what the policy of the company is about policy and pricing? 

Mr. Miter. That is correct, sir. 

Mr. MacIntyre. That you have no instructions on that from Chi- 
cago? 

Mr. Mutter. None whatsoever, as to where to buy or how to buy 
or when to buy. No pricing. 

Mr. McIntyre. You are running just a little kingdom out here, 
then, of your own, under the ownership of National Tea # 

Mr. Murr. That is our president’s wish in decentralizing our 
branches. 

Mr. MacIntyre. And that despite what he said in his speech we 
just put in the record—— 

Mr. Miter. Pardon, sir? 

Mr. MacIntyre. And that—not withstanding what he said in his 
speech, which we just put into the record ? 

Mr. Mitter. Well, as I understand, in his speech I believe that he 
was trying to say that if we needed more than the national advertised 
brands, the manufacturer would have to come to us and give us the 
private label brand, supply us with the merchandise. 

Mr. MacIntyre. He was calling for cooperation on something of a 
national scope there, wasn’t he, from suppliers ? 

Mr. Muuzr. I believe that is right. 

Mr. MacIntyre. And not cooperation merely in Denver or any other 
spot ? 

Mr. Mixer. Right, sir. 

Mr. MacIntyre. Mr. Davidson—— 

Mr. Avery. Will counsel yield? I believe Mr. Miller’s statement 
was in response to your inquiry, Mr. Counsel, about meat operations. 
As I understand his testimony, that is strictly a matter of local policy. 

Mr. Miter. That is correct. 

Mr. Avery. Which would be somewhat different from your private 
brands. 

Mr. Mixer. Not any different as far as that goes. We have private 
label brands in canned goods. It is our decision whether we stock 
them or not. 

Mr. Avery. But if you do stock them, then your source of supply is 
identified by the National Tea Co. 

Mr. Mitier. Not always; no, sir. 

Mr. Avery. You mean you can go out and negotiate with a canner? 

Mr. Mitier. We would have that opportunity, providing we had 
the label and the merchandise was suitable to our demands. 
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Mr. Avery. If it is a private brand, you would also have the label, 
would you not? I mean you might not have it just in your hand, but 
it would be in possession of the company, if it is a private brand. 

Mr. Miter. There would have—it would have to come to company 
specifics. 

Mr. MacInryre. And that, then, would rest on policy and decision 
out of Chicago ? 

Mr. Mitxer. Specifics for any merchandise under our label does have 
to come from Chicago; yes, sir. 

Mr. MacInryre. Now, you speak about dressed meats. Where have 
you been securing the dressed meats? What is the principal source 
of your dressed meats for your stores here 

Mr. Mitxer. Well, the principal source has probably been the Na- 
tional Food Stores, Inc. 

Mr. MacIntyre. And what do you mean by National Food Stores, 
Inc. ¢ 

Mr. Miter. That is the meatpacking plant that is a subsidiary of 
National Tea Co. 

Mr. Leperer. Counsel, may I interrupt a moment? I think you are 
in a pretty general field. If you will identify the type of meat, I think 
he can oper: and the year—I think it would be better for the wit- 
ness, because we don’t handle—the National Food Stores, Inc., doesn’t 
kill all types of meat. 

Mr. MacIntyre. I think we will develop that, Mr. Lederer. 

You speak about National Food Stores, Inc., being a division, and 
we understood it was a separate corporation, owned by National Tea; 
are we correct in our understanding there? 

Mr. Mituer. It is a Colorado corporation. 

Mr. MacInryre. It is a separate corporation. And under whose 


supervision is the National Food Stores, Inc. The Colorado corpo- 
ration ¢ 





Mr. Miter. Mr. Saul Davidson is the plant manager of National 
Food Stores, Inc. 

Mr. MacIntyre. I will put this question to Mr. Davidson. What 
is the scope of your authority and duties as plant manager—that is 
the Denver plant, meatpac ‘king plant, of the National Foods, Inc. ? 

Mr. Leperer. It is National Food Stores, Inc. 

Mr. MacInryre. National Food Stores, Inc. 

Mr. Davipson. Well, I am in complete charge of the purchasing of 
live cattle, slaughter of those cattle, and selling of those cattle. 

Mr. MacInryre. And you sell some to your friend beside you, Mr. 
Miller. of the National Tea Co. ? 

Mr. Davinson. We sell some to the Miller Supermarkets. 

Mr. MacInryre. What portion of your output goes to the National 
Tea Co., the Miller Supermarkets here ? 

Mr. Davison. I would say about 10 percent. 

Mr. MacInryre. About 10 percent. 

Mr. Davipson. Maybe 8 percent. 

Mr. MacIntyre. And what part of your local sales that you make 


out of your plant to people in Denver goes to the Miller Supermarkets, 
your friend, Mr. Miller? 


Mr. Davinson. What’s that again? 
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Mr. MacInryre. What part of your total local sales goes to Mr. 
Miller of the Miller Supermarkets? Could you sell anyone else in 
Denver ¢ 

Mr. Davipson. Yes. I would say that I sell about 5 percent to 
others in the city—5 percent of my products. 

Mr. MacInryre. Five percent of your products? 

Mr. Davipson. That is right. 

Mr. McInryre. About 10 percent of your products goes to— 

Mr. Davipson. Miller, Miller Supermarkets. 

Mr. MacIntyre. Now, what part of your total product goes to other 
subsidiaries of National Tea Co.? 

Mr. Davipson. About 80 to 85 percent. 

Mr. MacInryre. And that portion is shipped away from Denver. 

Mr. Davipson. That is right, sir. 

Mr. MacInryre. Generally to what points ? 

Mr. Davinson. Generally to most of the other divisions of the Na- 
tional Tea Co. 

Mr. MacInryre. And that would be throughout this geographic 
territory in which—— 

Mr. Davinpson. At various times. Sometimes we sell them, some- 
times we don’t. We have tosell every piece of meat. 

Mr. MacIntyre. Well, that would be moving principally into the 
North Central States and Midwest. 

Mr. Davipson. Yes—down South also. 

Mr. MacIntyre. That is around New Orleans? 

Mr. Davinson. That is right. 

Mr. MacInryre. And you would be shipping principally to the 
Midwest, around Chicago and the North Central States ? 

Mr. Davinson. Well, I would say—did you mention Northwest was 
that? 

Mr. MacInryre. No. North Central States. 

Mr. Davinson. North Central? They would get probably 50 to 60 
percent of our product. 

Mr. MacInryre. And around Chicago would get what part? 

Mr. Davipson. About 40 percent. 

Mr. MacIntyre. Now, do you, in connection with your operations, 
buying cattle, and operations of the meat packing plant, engage in 
feeding operations / 

Mr. Davinson. That is right. We have a feedlot also in connec- 
tion with our packing operations. 

Mr. MacInryre. Mr. Robertson, I wish you would show the witness 
chart No. 1, and ask him if that is a photograph of the operations that 
he controls. 

Mr. Davipnson. That is right. 

Mr. MacIntyre. That is a feedlot of the National Food Co. where? 

Mr. Davipson. That is located just the other side of Brighton. 
However, may I say this at this time? There is a lot of cattle go 
through that feed lot, but they are mostly cattle in transit. And that 
actually we feed about 10 percent of what we slaughter. 

Mr. Leperer. I think he has another sheet here which would probably 
show that better to the committee. 

Mr. MacIntyre. I wonder if the witness would now pass up to us 
the figures that he has. 
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Mr. Davinson. When I talk of cattle in transit, we have here what 
has been called a 3-day market, but actually it is about a 2-day market. 
Most of our cattle come in on a Monday and Wednesday. We have 
buyers at this market at all times, whenever there is cattle available. 
And we purchased 54 percent of our cattle in stockyards, 46 percent 
we purchased from our outside feeders. 

Mr. MacIntyre. So roughly fifty-fifty came from your feedlot, is 
that correct ? 

Mr. Davipson. Not from our feedlot. From feedlots in the area. 
Forty-six percent, that is. 

Now, we are a little different from most packers in that we feel you 
have to take care of cattle to get the best results from those cattle. 
And we normally, because of the fact that we have a 2-day market, and 
also the fact that we handle our cattle just a little better, I feel, than 
a lot of packers, we like to feed those cattle over at the feedlot from— 
anywhere from a day to a week, sometimes, and we condition those 
cattle, and then bring them into the plant for slaughter. 

Mr. MacIntyre. No, you have pointed out, of course, on that photo- 
graph, one of your feedlots. Do you operate others 4 

Mr. Davinson. No, that is the only one. 

Mr. MacIntyre. What is its capacity ? 

Mr. Davipson. Well, its capacity, I imagine, would be about 8,000 
cattle. However, we have never fed over 2,000 at any one time for 
the oo number of years. 

Mr. MacIntyre. But on an 8,000 capacity, a turnover two and a half 
times would give you 

Mr. Davipson. We have never had 8,000 in the feedlot at any time. 
But that is about what I would say the capacity of the feedlot would 
be, if it was used to capacity. 

Mr. MacInryre. What was your total slaughter figure for last 
year at your packing plant here? 

Mr. Davinson. Last year we slaughtered 75,676 cattle. 

Mr. MacIntyre. And I believe you testified that approximately 
50 percent of them were bought by you on the market ? 

Mr. Davipson. That is right. 

Mr. MacIntyre. And the remaining 50 percent came from feedlots? 

Mr. Davinson. That is right, sir. 

Mr. MacIntyre. Including your own. 

Mr. Davinson. That is right. 

Mr. MacIntyre. And—first let me ask you—— 

Mr. Davinson. Not our own, I am sorry. That is from other 
feeders in the vicinity, because most of our cattle that we fed were 
purchased in the stockyards. 

Mr. Leperer. I think, gentlemen, if you look at these sheets, you 
can see. This one sheet, which shows our own feedlot operations, shows 
the cattle in transit—those that we buy at the stockyards, which he 
said he fed for a few days, or at feedlots, and then long-fed cattle is 
the second line, which shows that we fed—in 1958 there were 10,622, 
which was 14 percent. 

Mr. Roosrvett. Now, just for our information, what is the purpose 
of the column “Long Fed Cattle”? Is that what ends up in your 
packing plant? 
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Mr. Davipson. Those are cattle that we actually feed out to make 
feed cattle. The others are strictly cattle that we bring in and out 
of feedlot, that are purchased from stockyards and otherwise. 

Mr. Roosrvetr. And they are only partially fed ? 

Mr. Davinson. No, they could be fully fed, but due to the fact that 
we buy cattle on the yards about twice a week, we have to buy sufficient 
to hold over, to kill 5 days a week. And we feed those anywhere from 
a day to some as high asa week. But they go through the feedlot. 

Mr. Brown. Now, do I understand that if the cattle that you pur- 
chase on the open market—you purchase about 54 percent at the 
stockyards, or terminal market ? 

Mr. Davinson. That is right. 

Mr. Brown. Then you purchase 46 percent out in the country ? 

Mr. Davivson. That is right, sir. 

Mr. Brown. Now, in that 46 percent, do you have any feeders who 
are doing feeding on a contract for you? 

Mr. Davipson. No, sir. 

Mr. Brown. Do you ever purchase on a forward delivery date 
proposition, where you advance money ? 

Mr. Davinson. No, sir, we never give anybody any money. 

Mr. Brown. You never extend credit to any feeders. 

Mr. Davinson. No. We just buy them and take delivery when we 
buy them. Every deal is—in fact, in our particular operations, we 
have a buying force, and I feel that it is up to them to buy the cattle 
right. Every deal in the country is a final deal, just like it is at the 
stockyards. We don’t get allowances for any grubs or hives or liver 
or anything else, for that matter. 

Mr. Rooseve.r. In your instance, what are the terms of payment? 

Mr. Davipson. The cattle are weighed, and we get a bill, and we 
pay it the following morning or that same day. 

Mr. Roosrvett. You do find it possible to make immediate payment ? 

Mr. Davinson. That is right, we do. 

Mr. Roosrvett. But that is done by you, and not by the retail 
outlet. 

Mr. Davinson. That is right, they have nothing to do with the plant 
operations. 

Mr. Avery. How did you describe the corporate entity of the pack- 
ing house? What is the corporate entity ? 

Mr. Davinson. The corporate name is National Food Stores, Inc., 
it isa Colorado corporation. 

Mr. Avery. That is the slaughterhouse. 

Mr. Davinson. That is right. 

Mr. Avery. Now, do they own the feedlots, too, the same corpora- 
tion ? 

Mr. Davinson. That is right. 

Mr. Avery. What kind of a bookkeeping operation do you have 
between the lot and the packing house? 

Mr. Davipson. Well, the cattle are all bought for the packing 
plant. 

Mr. Avery. Inthe name of the packingplant ? 

Mr. Davinson. That is right. 

Mr. Avery. There is no separate bookkeeping ? 

Mr. Davipson. Noseparate bookkeeping. 
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Mr. MacIntyre. What are the terms under which you buy cattle 
from other feedlots? Is it on the basis of the weights at the scales 
located at the feedlot, where the cattle is purchased ? 

Mr. Davis. Well, a lot of the cattle are weighed in the country, 
and, frankly, we get shrinkage depending on conditions. For in- 
stance, we have received shrinkage from 3 to 5 percent. For instance, 
certain times of the year, when the cattle are full of manure and so 
forth, we might give 5 percent shrinkage. Other times we get 3 
percent. We use as a basis the Department of Agriculture Bulletin 
they put out some years ago, showing how beef shrinks a certain 
amount in 25 miles, and weighed immediately, and weighed at later 
periods and all of that. 

Mr. MacIntyre. Where do you take title to the cattle? 

Mr. Davinson. At the feedlot, at the time of weighing. 

Mr. MacIntyre. I mean at the feedlot from which you purchase ? 

Mr. Davinson. At the time of weighing, that is right. In other 
words, if they are weighed on a scale at the feeders, we take pos- 
sesion at that time. If it is weighed, say, in Denver, we take pos- 
session at that time. Or wherever they are weighed, it is our cattle. 

Mr. MacInryre. And the feedlot fom which you purchase, you 
have the cattle weighed there? 

Mr. Davipson. That is right. 

Mr. MacInryre. And at a price negotiated at that point. 

Mr. Davipson. That is right, sir—at the time they are purchased. 

Mr. MacIntyre. So if you buy : a 1,200-pound steer, you pay for 1,200 
pounds of steer bought at that ‘feedlot at a price you negotiated with 
the feedlot operator. 

Mr. Davipson. That is right, less any shrinkages that are talked of. 

In other words, there is, as everybody knows, what is normal condi- 
tion. If conditions are different than normal—as I mentioned, in 
case of muddy weather, we might get a greater shrinkage than if it 
was dry weather, and we take into account storms and so forth. For 
instance, beef before a storm might be fuller than the beef at normal 
times and so forth. All that takes place at the time that the buyers 
purchase the cattle. 

Mr. MacIntyre. And you have taken title to the cattle at the 
seller’s scales at the feedlot. 

Mr. Davinson. If they are weighed there, yes. 

Mr. MacInryre. So, actually, “all of these other conditions and the 
shrinkage and some of that occurs, occurs while the cattle are owned 
by you, “and you have title to it, on the way to your packing plant? 

Mr. Davison. I don’t understand that. Would you repeat that ? 

Mr. MacIntyre. I say the shrinkage that occurs in that cattle 
after leaving the feedlot from which it is bought is a shrinkage in cattle 
that you have already taken title to. 

Mr. Davinson. That is right. 

Mr. MacIntyre. So you charge back, then, against the man from 
whom you bought, a shrinkage that occurs in cé attle that you actually 
have owned and have been tri unsporting ? 

Mr. Davinson. No, we charge nobody back. We charge nobody 
back. 

Mr. MacInryre. But the price you pay for that cattle at the scales 
carries an arbitrary deduction for the shrinkage that you expect to 
occur while the cattle is owned by you, isn’t that correct ? 
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Mr. Davipson. No, I wouldn’t say that. We arrive at a price, and 
‘ondition of the cattle will vary, depending on the condition at the 
time of the purchase. 

Mr. Macinryre. But Mr. Davidson, you have told us that there 
is a shrinkage. 

Mr. Davipson. That is right. 

Mr. Macinryre. Now, the price that you pay provides for 
duction to cover this shrinkage, doesn’t it? 

Mr. Avery. Mr. Counsel, maybe I can make a contribution here. 
Under the historical and conventional way of marketing cattle, there 
was an accepted shrink from the feedlot in transportation, while 
they were in the yards, and before they get to the stockyards. And 
this so-called pencil shrinkage is a matter of human judgment of 

ourse. It is caleulated to equal the shrink the seller would have to 

pte if he hauled the cattle and had them in the stockyards. 

Mr. Roosevetr. And normally that figure is 4 percent. 

Mr. Davipson. No, it varies from 3 to 5. 

Mr. Rooseve.t. It averages + percent / 

Mr. Davinson. Yes. 

Mr. Roosrtveir. So, the price you actually pay will reflect in that 
average of + percent, will it not? 

Mr. Davipson. Yes, 1 would say so. And we get those shrinkages, 
as I mentioned before, from this bulletin that we use as a basis, that 
is put out by the Department of Agriculture on various shrinkages, 
depending on distance traveled and so forth. 

Mr. MacIntyre. Weil, now, let us look to the terms under which 
you buy the cattle at the public stockyards. You buy cattle there. 
They are weighed at the stockyards. 

Mr. Davipson. That is right. 

Mr. MacInryre. You take title there? 

Mr. Davinson. That is right. 

Mr. MacInryre. You transport cattle away from there to your 
packing plant or feedlot ? 

Mr. Davipson. That is right. 

Mr. MacIntyre. Now, in the event of shrinkage between there 
and your packing plant, who bears the cost of that shrinkage? 

Mr. Davipson. We do. 

Mr. MacInryre. So there is quite a difference then in the terms 
and conditions under which you negotiate a price with small feedlot 
operators out in the country and the terms and conditions under 
which you buy cattle 7 the public market. 

Mr. Davipson. No, I don’t think there is any difference, because as 
you purchase cattle—that is why we employ buyers who are supposed 
to know the condition of the cattle. I mean they can look at a beef 
and see the difference in condition. And, consequently, they buy cat- 
tle so that—well, we try to buy cattle—let’s put it that way—we try 
to buy cattle so that we can compete against the going market price of 
the dressed beef. 

Mr. Brown. If I could interrupt there just a second. Let’s try to 
imagine a hypothetical situation, where there are two identical head, 
and one is at the stockyards, and you pay $26 a hundred at the stock- 
yards. What would you pay out in the country ? 

“ Mr. Davinson. We would have to take into consideration trans- 
portation, and we would have to take into consideration the shrink- 
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age from the man’s feedlot to the stockyards, and then we would try 
to arrive at a like figure. 

Mr. Brown. And it would be less than what you would pay at the 
stockyard ? 

Mr. Davinson. Well, it might be less per pound, but I am sure that 
the beef would cost the same price after it was hung up. 

Mr. Brown. But as far as the producer is concerned he gets less at 
the feedlot than you pay at the stockyards? 

Mr. Davipson. Well, I don’t think he would sell us any cattle if 
he got less at the feedlot. 

Mr. Brown. Now, you feed out on your own about 14 percent of 
your total slaughter, or did last year? 

Mr. Davinson. That is right. 

Mr. Brown. Now, when did you start doing that? 

Mr. Davipson. Well, we have been feeding cattle right along, to a 
certain amount, ever since 1945 when we took over the plant. 

Mr. Brown. Do you keep separate books on that operation ? 

Mr. Davipson. You mean whether the cattle—you mean whether 
they are—no, there are no separate books. It is part of the company 
records. We don’t have—— 

Mr. Brown. You keep cost accounting records, though, to see 
whether you can feed them out as cheaply as you can go out on the 
market and buy them, don’t you ? 

Mr. Davinson. On a lot of cattle. We kill them for what they cost, 
yes. 

; Mr. Brown. Now, how does it compare? I would be interested in 
knowing. Can you feed out cattle cheaper than you can buy them? 

Mr. Davipson. Sometimes you can feed them out cheaper, some- 
times they cost me more money. 

Mr. Brown. Then what is the reason for your feeding operation ? 
Why do you feel it is necessary ? 

Mr. Davipson. Well, we fool it is necessary for a number of rea- 
sons. 

No. 1, we don’t get enough cattle in the yards to supply our needs, 
so we go to these outside feeders. 

No. 2, we have this feedlot in which we keep these cattle that are 
in transit, because we do feel you have to take care of cattle in order 
to have them work for you. 

Mr. Roosrvett. Mr. Davidson, may I interrupt there? Did I hear 
you correctly to make the statement you couldn’t get enough cattle 
in the Denver yards, for instance? 

Mr. Davinson. That is right—the type of cattle that we want. In 
other words, we try to kill cattle of a top choice quality, heifers, that 
will weigh, dressed, around five and a quarter to 600 pounds. 

Mr. Roosrvett. So that would tend to substantiate the statement 
made by other witnesses yesterday, that the top cattle are being inter- 
cepted prior to their getting to the yards, is that correct ? 

r. Davipson. We buy a lot of top cattle in the yards. 

Mr. Roosrvetr. But there isn’t enough there. I mean that is your 
statement. 

Mr. Davinson. That is right. If we had a 5-day market, I don’t 
think we would feed any. 

Mr. Brown. Now, let’s go on a little bit. You started to give 
another reason. : 
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Mr. Davipson. We also feed because we like to condition our cat- 
tle. In other words, we feel a cattle is just like a human being, you 
have got to treat it right. You take cattle that comes to the yards, 
and it is poked around by six buyers, then you take it to the packing- 
house be slaughter it at once, will be dark, it will have blood spots 
through the meat and all that. 

Mr. Brown. That would explain your in transit feeding. What 
about your long-feeding operation ? 

Mr. Davinson. Well, long feeding operation, I guess that is the 
romance in the cattle industry. You also like to feed a few your- 
self, too. 

Mr. Brown. So it is just for fun and to make a little money. 

Mr. Davinson. Well, we hope to make money in everything we do, 
but we don’t always do that. 

Mr. Brown. Well, now, you say that sometimes you can’t feed them 
out as economically yourself as you can go out and buy them. 

Mr. Davinson. That is right. We are just like anybody else. The 
market slips and we lose money. 

Mr. Brown. So when there is a general delay in supply, a terrible 
decline, you will use more of your own long feed cattle rather than 
pay above a certain price that you feel is the right price. 

Mr. Davinson. No. I think if you will notice on my records here, 
we don’t vary too much. And frankly, the amount of cattle that we 
feed, we certainly couldn’t keep the packing plant working. We have 
obligations to about 150 people in providing 40 hours of work a week. 
And we certainly have to keep the plant going, too. And we certainly 
don’t need—for instance, in 1958, we fed 10,600 cattle. We slaughter 
around 1,500 a week. So that won’t keep us in operations. 

Mr. Brown. Well, now, just commonsense would indicate that if a 
man had 10,000 head in his feedlot, or had 3,000 head, and the price 
at the stockyard got up to $28, $29, $30, where it had been $25 or $24, 
you would be reluctant to go out and pay $29 or $30, when you had 
cattle of your own? 

Mr. Davinson. If we had sufficient. But when you slaughter 10,000 
through the year, you must remember it takes about 414 to 5 months 
to finish a beef. Consequently, at 1,500 a week, we couldn’t corner 
the market, so to speak. 

Mr. Brown. That is right. But if the stockyards price is $25, and 
you consider that to be a good bargain, and you need 1,500 chances 
are you will go out and buy the 1,500, and not kill any of yours that 
week. 

Mr. Davipson. Well, you can’t hold cattle back. You have to kill 
a beef, or a man has to sell a beef when the beef is ready. I think 
anybody in the feeding industry will verify that. When a beef is 
ready to go, it has got to be slaughtered. 

Mr. Brown. That is true. But actually, what you are trying to 
tell us then is that the only reason you have those long feed cattle 
is just to make money on them, is that true? 

Mr. Davipson. You mean the ones we feed for ourselves? No. Now, 
I think that we feed those few cattle that we do, No. 1, to have some- 
thing in the feedlot at all times. I mean there isa romance to it. You 
have to be a cattleman to understand—with due respect to the people 
on the committee. 
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Mr. Brown. I understand. I know there are some years when that 
is all there was in it. 

Mr. Davipson. Whether you make or lose money is secondary to 
having a few cattle and saying, “Those are mine.” The amount we 
feed is certainly not a criterion on our operation. 

Mr. Roosrvett. Mr. Davidson, is it fair to say that you told this 
committee that you feed your cattle because they are like human 
beings, you think you can do a little bit better job of them while 
supervising them ? 

Mr. Davinson. That is right. 

Mr. Roosrvett. If this is so, why do you stay in the market at all? 
Why don’t you do it altogether that way? 

Mr. Davipson. Well, what you are referring to is the cattle in transit. 
I say we take care of our cattle. We won't take a beef that was fed 
on corn and take it out-—— 

Mr. Roosevetr. You buy from the feedlots as I understand because 
you think this is an operation that gives you better beef? 

Mr. Davipson. That is right. Not only from feedlots. We buy 
what we consider top Choice cattle. 

Mr. Roosevetr. All right. But you buy primarily, you told me, 
from the feedlots, as a principle, because you think you get a better 
grade of beef. 

Mr. Davipson. No, I say we buy from the feedlots because we can’t 
get sufficient in the stockyards. 

Mr. Roosrvetr. You can’t get the top quality. There are plenty of 
cattle in the yards, isn’t there? 

Mr. Davinpson. Yes. But today I don’t think there are any packers 
that just kill any beef. You have to kill the type of beef that the 
consumer wants. The consumer wants a Choice heifer. 

Mr. Roosevetr. All right. But now if you were prohibited from 
buying from the feedlots, that supply would go into the yards, 
wouldn’t it? 

Mr. Davinson. I would say so. 

Mr. Roosrvetr. All right. Therefore it would be available in the 
yards, would it not ? 

Mr. Davinson. That is right. 

Mr. Roosevetr. All right. Now what you are saying to me is then 
the reason that you buy from the feedlot is for a specific reason, that 
you think you can control the feeding a little bit better and get a little 
bit better grade. 

Mr. Davipson. No. We only go to the feedlot after we are through 
buying in the stockyards. We buy all of the type of cattle we can 
in the stockyards, and then we go to the feeder for the balance. 

Mr. Roosrvetr. You don’t buy at the same time in the feedlots as 
you do on the market do you ? 

Mr. Davipson. We buy different days. Generally we go to the 
feedlots on Thursday and Friday. We keep the buyers in the stock- 
yards Monday, Tuesday, and Wednesday. 

Mr. Roosrvetr. So the fellow in the feedlot knows if he doesn’t ship 
to the stockyard, you are going to come in and buy from him? 

Mr. Davipson. That is right. 

Mr. Roosrvetr. So you are able then to manipulate to the disad- 
vantage of the stockyard people, because the feeders know that you are 














SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 1213 


a large operator, that you are going to buy substantial volume from 
them ? 

Mr. Leverer. I think, Mr. Chairman, you shouldn't infer to the 
witness that he is manipulating. 1 don’t think there is any manipula- 
tion on our part. 

Mr. Rooseveur. I will withdraw it. I will say that is the effect— 
the effect is that, as you have stated—that the feedlot operator knows 
that if you are not to buy all of your requirements in the stockyard, 
that you are going to turn around and come in a couple of f days later 
and buy from ‘feeders at the lots. 

Mr. Davinson. That is right. 

Mr. Roosrveur. Therefore that would inevitably be a kind of pres- 
sure on him not to deliver to the stockyard. 

Mr. Davipson. Well, frankly speaking, I would rather see all 
the cattle come to the stockyards. 

Mr. Roosrvetr. Fine. So you have no objection at all if we pro- 
hibit you from buying in the field ? 

Mr. Davipson. That is right. Provided it is done to everybody. 

Mr. Brown. To continue just a moment—you feed these cattle on 
your own for the romance in it, and also you make some money at 
times. Now, when don’t you make money / 

Mr. Davinson. We don’t make money when the price goes down. 
Just like anyone else. 

Mr. Brown. In other words, when the supply gets plentiful, and 
you people who are buyers have your choice of a “lot of carcasses, a 
jot of animals, you don’t make any money out of your own feedlot ? 

Mr. Davinson. Well, frankly speaking, I would rather see all the 
cattle come to the stockyards. “We won’t feed any cattle then, if it was 
prohibited to everybody. 

Mr. Brown. Was there more cattle coming into the stockyards back 
when you started your feeding operations than there is now? 

Mr. Davinson. I don’t think so, percentagewise. I mean our needs 
were less, there were less cattle here now. There are more cattle here 
now, and our kill is up, not only ours but every packer in the city of 
Denver. 

Mr. Brown. You went in the feeding operations back in 1945? 

Mr. Davipson. No; we only started feeding cattle at the time we 
couldn’t get sufficient cattle in the yards. I don’t know exactly what 
year it was. : 

Mr. Brown. And you just carried on with it ? 

Mr. Davinson. That is right. About 1951 is when we started feed- 
ing cattle. 

Mr. Brown. And you carry on to assure yourself of an adequate 
supply. Is that what you are saying? 

Mr. Davinson. To help our supply; ; yes. 

Mr. Rooseverr. Wait a minute. You previously told me that if 
this was prohibited, there would be an adequate supply. Therefore 
in essence when you got into the feedlot business, you are contr ibuting 
to making that situ: ition worse instead of better, are you not ? 


Mr. Davinson. W ell, like I said before, we do have to slaughter 
cattle. We have to slaughter the kind of cattle that we can sell. 
Mr. Roosrvetr. But you also agreed that if the feedlot operators 


were not able to sell directly to you, that cattle would be available to 
you in the stockyards ? 
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Mr. Davinson. Right. 

Mr. Roosevettr. So when you went into the feedlot business, you 
actually were contributing to making that situation more difficult 
that you are complaining about in the stockyards? 

Mr. Davipson. It was a necessity, frankly. After all, we have to 
pay for 40 hours to the workingmen, and we have to have something 
for him to slaughter. So it becomes a necessity for us. 

Mr. Roosrvett. All right. Then to go back to the other side of the 
coin, then, if you had adequate supply in the stockyards, there would 
be no reason for you to be in the feedlot business. 

Mr. Davinson. Right, except to feed cattle in transit. 

Mr. Rooseve.r. Except to feed cattle in transit ? 

Mr. Davinson. That is right; in other words, until they were 
slaughtered. 

Mr. Brown. Now, do you have more cattle on long fed at your feed- 
lot this year than you did last year? 

Mr. Davinson. Well, let’s see. No, I would say, looking at the 
figures, that we have had less this year than last year, because we feed 
6,000 cattle through 10 periods against 10,600 through 13 periods last 
year. SolI would say we had less. 

Mr. Brown. So you anticipate there is going to be an average sup- 
ply out here on the farms and ranches. 

Mr. Davinson. Well, the difference isn’t that great. Like I say, 
the amount we feed is possibly 10 percent of what we slaughter. 

Mr. Roosevett. Counsel may proceed. 

Mr. MacIntyre. Now, according to— 

Mr. Leprrer. May I just clarify something. By period, that is a 


4-week period. The National Tea has an accounting year of 13 pe- 
riods of 4 weeks each. 


Mr. Roosevett. Thank you. 

Mr. MacIntyre. Mr. Davidson, when you were subpenaed October 
28 to appear before this committee, you were requested to supply the 
committee with a statement showing the total number separately for 
steers, heifers, calves, sheep, and swine, bought and processed through 
the processing plants of your company in the Denver area during 1958 
and for each month through September 1959. 

Mr. Davison. That is right. 

Mr. MacIntyre. And also show on that statement the total per- 
centage of each of those totals that was purchased from (a) sellers at 
country points, (b) feedlot operators located in the area of the proc- 
essing plants of your company, and (c) stockyards operated in the 
area of your company’s processing plant. 

Mr. Davinson. That is right. 

Mr. MacIntyre. Have you submitted that information ? 

Mr. Davipson. Yes. 

Mr. MacIntyre. They are these two sheets here? 

Mr. Davinson. One sheet is on that information. The other sheet 
is our feedlot operation. 

Mr. MacIntyre. Yes, sir. Now, according to these sheets, it is 


shown that practically all of the cattle that you slaughter are heifers; 
is that correct ? 


Mr. Davinson. That is right. 
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Mr. MacIntyre. Can you explain it to the committee why it is 
that you are slaughtering heifers and doing very little slaughtering 
of steers? 

Mr. Davinson. Yes. A steer is a larger animal. When a steer is in 
the Choice class, it will weigh around 1,250 pounds, whereas heifer, 
to be in the same class of meat, will be from 875 to 950 pounds. It 
is a smaller animal. 

Mr. MacIntyre. There is also a differential on the hundredweight, 
lower price on the heifer than on the steer, isn’t there? 

Mr. Davinson. Not necessarily. There are times when the heifer 
is fully as expensive or even more so than the steer. 

Mr. MacIntyre. Perhaps at times. But most of the time they are 
at a lower price? 

Mr. Davinson. They are a lower price alive, but when you get down 
to the dressed meat, you will find very much the same condition exists, 
because a heifer will not yield as good as a steer, in meat, that is. 

Mr. MacInryre. Is that the only reason that you are turning to the 
slaughter of heifers as against steers ? 

Mr. Davipson. That is right, to get a smaller animal. 

Mr. MacInryre. And do you find the market around Chicago to 
which you ship a factor also as a reason for you buying and slaugh- 
tering heifers ? 

Mr. Davinson. Well, the fact is that the people we sell to want the 
smaller animal. 

Mr. MacIntyre. And of course—— 


Mr. Davinson. They don’t say they want steer or heifer. They 
want cattle to weigh a certain weight, and you have to sl: aughter— 
we slaughter so many light steers. At times it is possible to buy 


1,000- or 950-pound steers that are finished. But very seldom. 

Mr. MacInryre. And when you say the people to whom you sell, 
you mean National Tea, because you have shown that 85 percent of 
your sales go to National Tea. 

Mr. Davipson. That is right. 

Mr. MacInryre. Now, you are general manager. You know about 
the rate of return that your National Food Stores, Inc. is making on 
its buying and slaughtering of livestock here, don’t you ? 

Mr. Davinson. You mean what our profits are? Yes. 

Mr. MacIntyre. You also know what National Tea’s profits were, 
that is on its return on dollar sales last year, don’t you? 


Mr. Davinson. I have seen the returns. I don’t remember what 
the figures are. 


Mr. MacIntyre. You know your returns? 

Mr. Davipson. That is right. 

Mr. MacIntyre. Now, is the rate of return on dollar sales for 
1958, on National Food Stores, Inc., greater per sales dollar than for 
National Tea ? 

Mr. Davinson. I would have to go to the figures on that. I don’t 
know what they are offhand. 


Mr. MacIntyre. Will you inform the committee in writing about 
that? 


Mr. Davipson. What our profits are / 
Mr. MacIntyre. We are talking about your net profit after taxes 
on a dollar of sales from National Food Stores, Inc., for 1958, and 
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also for National Tea. Will you supply that to the committee, Mr. 
Lederer ? 

Mr. Leperer. I think so. I think it is confidential, as to what those 
figures are, and I will take it up with the company. 

Mr. Roosrvecr. It will be received in confidence, and held in con- 
fidence by the committee. 

Mr. MacInryre. It is very pertinent to the inquiry of this com- 
mittee to know whether or not National Tea is making a profit out of 
its operating plants and showing, as it frequently advertises to the 
public, that it is making so little per dollar sales on its retail sales. 

Mr. Leperer. I think the answer to that is that the chainstore busi- 
ness is a very small margin business. 

Mr. Rooseverr. We will come to that a little later. We want to see 
the two figures, however. 

Mr. Leperer. We will try tosupply you. 

Mr. MacInryre. Mr. Chairman, | offer now for inclusion in the 
record as part of this witness’ testimony, the data he has submitted in 
response to the request made by the committee. 

Mr. Roosevetr. Without objection, it will be included. 

(The document referred to is as follows :) 
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Mr. RoosEvE.T. I have two questions I would like to put. 
No. 1, Mr. Davidson, have you any knowledge at all, or perhaps 
counsel will, of the total amount supplied by your National Food 
Stores, Inc., to National Tea, of their total requirements? What 
percentage it is? 

Mr. Davinson. I won’t have that. 

Mr. Leperrr. [think about 30 percent. We buy 70 percent. 

Mr. Avery. Mr. Lederer, are you saying that National Tea buys 70 
percent of their meat supply from sources other than the National 
Meat Packing Co. ? 

Mr. Leperer. Yes, sir. 

Mr. Davinson. Well, I think it will be greater than that, because 
frankly, I don’t think I supply 30 percent of the meat of National 
Tea Co. 

Mr. Leverer. I would have to check that. 

Mr. Davinson. I think it is far smaller than that. 

Mr. Avery. Mr. Davidson, do you do any kosher killing at all ? 

Mr. Davinson. No. Ours, I am sure, is far smaller than 30 percent 
of their needs. 

Mr. Roosrvetr. Mr. Miller, my next question is to you, sir. 

I think you testified that you made a change in your meat buyer 
sometime after the sale of National Tea took place. 

Mr. Mitre. That is right, sir. 

Mr. Roosrve.t. Well the basic reasons I think you gave to the com- 
mittee, there was a disagreement as to policy between that employee 
and yourself, and his carrying out of the policy that you set out for 
him ¢ 

Mr. Mrier. That is correct, sir. 

Mr. RoosEvett. Is it a fact that he stressed to you that if you did 
not follow the policy which he had been following while he was an 
employee for some 20 years of Miller Supermarkets, that this would 
result in a loss of confidence on the part of the consumer in the Denver 
area 

Mr. Miter. To my knowledge he never discussed that at all. 

Mr. Roosrevett. He never made such astatement to you? 

Mr. Muxer. No, sir. 

Mr. MacIntyre. Mr. Chairman, I would like to offer for the record 
at this time the consumer analysis of the 1959 survey of the Denver 
metropolitan market as made by the Denver Post. We have had wit- 
nesses under oath who have heretofore, including Mr. Miller, say of 
course he is acquainted with that survey and knows something about 
the reliability of it, and other witnesses have stated that they con- 
sidered it reliable. So I offer that for inclusion in the committee’s 
files but not for printing. 

Mr. RoosEvetT. Without objection it is so ordered. 

Mr. Miller, I don’t know whether you are familiar with this. 

Mr. Miter. I am, sir. 

Mr. Roosevetr. You are. On page 21 it is pointed out that in the 
Denver area, under the tabulation of grocery store preferences, that 
roughly the three top, Safeway, Miller’s, and King supermarkets, do 
today just under 80 percent of the total business in the Denver area. 
Mr. Miter. I believe that is correct, sir. 
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Mr. Roosevetr. It also shows that in 1958, the Safeway Stores did 
39.8 percent of the business, and in 1959, they went up to 42.6 percent 
of the business. Whereas your figures in 1958 were 26.1, and went 
down in 1959, after this merger or purchase, to 23 percent. 

Would you doubt the accuracy of those figures, sir? 

Mr. Miter. I believe they are relatively accurate. And I also can 
state that if you would go back 6 years hence before this, the trend 
has been exactly the same. 

Mr. Roosrveutr. You mean you have been going downhill steadily ? 

Mr. Miter. It has been, yes. It hadn’t just occurred in the last 1 
year. Or the last 2 years—since acquisition by National Tea. 

Mr. Roosrvetr. That is correct. But it has dropped off since that 
time a further 3 percent, which would indicate some continued loss of 
patronage. Can you give us the reason in your opinion for that? 

Mr. Miter. Well, in my opinion, there are several things that have 
happened. 

We and some of the other local organizations all had stamps. About 
that same time Safeway entered into the stamp field with their many 
stores, and National Tea had a big impact on their business. 

Mr. Roosrvett. So you attribute it to the kind of competition 
which stamps have brought into the competitive factors. 

Mr. Mitter. That is the biggest reason, yes, sir. 

Mr. Roosrevetr. Mr. Avery. 

Mr. Avery. I believe not. 

Mr. Roosevett. Mr. Rogers. 

Mr. Rogers. No questions. 

Mr. Roosevett. We want to thank all three of you gentlemen for 
your cooperation with the committee. You are excused at this time. 

The next witness will be Mr. Tom Farrell, Denver, Colo. 

Mr. Farrell, before you take the witness stand—Mr. Pexton, Mr. 
Avery has asked whether you would be willing to come forward at 
this time and allow him to ask you one question. This would of 
course not be subject to subpena, nor under oath. So if you for any 
reason don’t want to answer the question, you just say so. 

Mr. Pexton. I was sworn yesterday. 

Mr. Avery. This question is probably just a matter of record, but 
I think it would help our record to make it complete. 


TESTIMONY OF L. M. PEXTON, CHAIRMAN OF THE BOARD, DENVER 
UNION STOCKYARDS, DENVER, COLO.—Resumed 


Mr. Avery. Could you tell us, if not from your immediate knowl- 
edge, could you find out and supply to our records, if possible, the 
percentage of what you would designate as slaughter cattle that come 
to the stockyards from commercial feeders as opposed to the per- 
centage that would come from the individual feeder? Would that be 
available, or do you know ? 

Mr. Pexton. It would require quite a check. For what period 
would you like? 

Mr. Avery. Any 6 months or any year period that you might care 
to select. 


Mr. Pextron. Would an estimate based on a short test be agreeable? 
Mr. Avery. Yes. 
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Mr. Pexron. We will endeavor to supply it, yes. Now, that is 
commercial feeders or large operators versus the true farmer feeder ? 

Mr. Avery. That is right. And you will have to draw your own 
terms of definition there, because there are no precise specifics. 

Mr. Pextron. Yes, we understand what you mean. 

(Subsequent to the hearings held in Denver, Colo., before Sub- 
committee No. 5, Mr. William G. Robertson, chairman of the River 
Markets Livestock Group, telephoned and requested that his group be 
permitted to submit a statement to be included in the record immedi- 
ately following the testimony of Mr. L. M. Pexton. The subcommit- 
tee considered the request and agreed to it. The statement was sub- 
mitted and isas follows:) 


STATEMENT OF WILLIAM G. ROBERTSON, CHAIRMAN OF THE RIVER MARKETS 
LIVESTOCK GROUP 


The River Markets Livestock Group wishes to convey its sincere appreciation 
to Congressman James Roosevelt, and the members of Subcommittee No. 5 of 
the House Select Committee on Small Business, for the privilege of filing a 
statement registering the opinions of our organization relating to the effects 
which current practices in the fields of food distribution and livestock market- 
ing are having on small business and American agriculture. 

The membership of the River Markets Livestock Group is composed of the 
livestock exchanges on seven of the largest terminal markets in the United States, 
namely, St. Louis National Stock Yards, Illinois; Denver, Colo.; Kansas City, 
Mo.; St. Joseph, Mo.; Omaha, Nebr.; Sioux City, Iowa; and Sioux Falls, S. Dak. 
During 1958 these 7 markets handled salable livestock receipts amounting 
to 6,941,015 cattle, 488,466 calves, 9,202,070 hogs, and 2,923,280 sheep. 

Strong evidence has been placed in the records of your committee by previous 
witnesses, which supports the grave concern of all persons interested in the fu- 
ture of American agriculture with such recent developments as (1) centraliza- 
tion of control of the food marketing industry; (2) decentralization of the meat- 
packing industry; (3) the decentralization of livestock marketing; and (4) the 
elimination of the American family farm and individual livestock feeder. 

During the past 10 years there has been an unprecedented growth and concen- 
tration of retail food merchandisers in the form of chainstores which has resulted 
in a centralization in the control of the food marketing industry. Buying prac- 
tices of these chainstores are following a completely altered program from those 
formerly in effect by retail buying interests. 

Through a period of many year, eastern dressed meat trade was established 
through competitive bidding among all meat retailers in the branch houses of 
major packing interests on the eastern seaboard. True values were thus estab- 
lished for dressed meat and meat products as supply and demand factors were 
allowed to prevail in a free and uncontrolled market. However, with the con- 
centration of buying power in the hands of fewer and fewer concerns, they recog- 
nized that it was to their immediate advantage to bypass the competitive branch 
house markets for dressed meat and to acquire their supplies at widely distant 
points throughout the United States, thereby eliminating and restricting competi- 
tion as much as possible. A candid appraisal of these buying techniques reveals 
the old divide and conquer philosophy. 

Such buying programs inaugurated by large chainstores brought about a 
rapid decentralization of the meatpacking industry and during the past 10 
years large numbers of independent meatpackers have grown up throughout the 
Nation. The price-establishing powers formerly exerted through eastern branch 
house outlets for dressed meats had been effectively broken. Powerful buying 
pressures were now directed against small independent meatpackers and it be- 
came necessary for these organizations, and the major meatpacking interests 
as well, to combat these pressures by inaugurating similar programs of buying 
their livestock in limited competition. 

Realizing that the surest way to acquire livestock supplies at the lowest 
possible prices was outside of the competitive terminal markets, meatpackers 
directed their activities toward procurement of livestock on a direct basis from 
the producer and we have seen the resultant decline in receipts at terminal 
markets. 
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This decentralization of marketing has had a most adverse effect upon the 
ability of the livestock producer to obtain full market values for his product. 
During the past 10 years the records will shew that the livestock feeder’s pro- 
portionate share of the consumer's food dollar has declined nearly $414 billion 
compared with the previous 10-year period. Bear in mind that this decline was 
in the face of an inflationary economy which saw consumers’ disposable income 
mounting each year. 

We are greatly concerned with the fact that 2,500,000 people have left the 
American family farms of our Nation during the past 10 years. If this break- 
down of the Nation’s marketing system is allowed to continue, we face the grim 
prospect of the rapid elimination of the American family farm and the individual 
livestock feeder from the national scene. It becomes increasingly obvious that 
the tremendous economic pressures exerted by huge combines are more than in- 
dividual enterprise can withstand. 

We believe that the entire system of backward integration, which is presently 
expanding at an alarming rate, should be the subject of immediate review and 
that appropriate action should be forthcoming by both the Congress and a di- 
rected program by the U.S. Department of Agriculture. Under the terms of the 
Packers Consent Decree, which is presently applied to only four of the Nation’s 
major packing interests, these organizations must confine their activities to the 
processing of meats and may not engage in the retailing field. 

Any Government decree which imposes such restrictions on a selected few 
in one segment of the food merchandising field yet is not applied uniformly 
throughout the industry, may be immediately branded as discriminatory. 

By contrast, it is an accepted fact that some 18 of the Nation’s largest retail 
chains own and operate their own packing plants and even feed their own sup- 
plies of livestock. The major packer has attempted to combat this competition 
by expanded cattle feeding activities and large direct buying programs on hogs. 
All such projects are diametrically opposed to the best interests of the American 
farmer, the livestock producer and feeder. 

It seems that if the original precept of government which prompted the en- 
actment of the packers consent decree is still recognized as sound; namely, the 
prevention of any unfair and collusive trade practices which operate to restrain 
trade, manipulate or control prices, or create monopolies, then it appears that 
the provisions of the decree should either be removed completely or broadened 
to apply to the entire industry. We believe that the major packer is right in his 
requests that this matter be the subject of a complete review. 

The disastrous effects which backward integration are presently having on 
American agriculture though a complete breakdown of the Nation’s system of 
livestock marketing, food processing, and merchandising could be terminated by 
an expansion of the provisions of the consent decree. This would require that 
specific fields of endeavor be reserved for specific groups and that (1) meat- 
packing should be reserved for those who have no food retailing or livestock 
feeding interests: (2) food retailing should be reserved for those who have no 
livestock processing or livestock feeding interests; (3) livestock feeding should 
be reserved for those who have no livestock processing or food retailing interests; 
(4) livestock marketing should be reserved for the selling of livestock at a speci- 
fied number of federally licensed and supervised markets where full competitive 
buying power could be insured. 

Under the terms of such orders, the packers must secure their supplies of live- 
stock from legitimate livestock feeders in open and competitive markets. Re- 
tailers must secure their supplies of processed meats only from legitimate meat- 
packers. The consumer must secure his meat only from legitimate meat retailers. 
In no case would any segment of the livestock or meat industry be in a position to 
exert undue economic pressures on any other segment of same. This seems the 
only practical way to insure active competition throughout the industry and 
prevent unfair, collusive, and monopolistic acts or flagrant price manipulation 
schemes on the part of any group or groups. 

We feel this is the only way in which true and fair market values may be 
reflected for livestock and dressed meat products as a result of the unrestricted 
operation of the forces of supply and demand and through which the private enter- 
prise system may be preserved for the Nation’s meatpackers and the American 
family farm. 

Thank you. 


Mr. Roosrvetr. Mr. Farrell, would you come forward, please. 
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Would you raise your right hand. Do you solemnly swear that the 
testimony you are about to give before this committee shall be the 
truth, the whole truth, and nothing but the truth, so help you God? 
Mr. Farretw. I do. 
Mr. Roosrvett. Will you kindly be seated, sir. 
Let the record show that Mr. Farrell is here under subpena of the 
committee. 
Counsel, will you proceed. 


TESTIMONY OF TOM FARRELL, FORMER MEAT BUYER FOR 
NATIONAL TEA CO., DENVER, COLO. 


Mr. MacIntyre. Mr. Farrell, have you fully identified yourself on 
the record? Will you tell the reporter your full name. 

Mr. Farrett. Thomas. Farrell, Denver, Colo. 

Mr. MacIntyre. What is your business? 

Mr. Farrewu. I am at the present time operating a jobbing business 
of my own, onasmall scale. Itiscalled Farrell Provision Co. 

Mr. MacIntyre. Engaged in the sale of meats? 

Mr. Farreti. Frozen meats. 

Mr. MacIntyre. How long have you been so engaged ? 

Mr. Farrevy. Since about February of this year. 

Mr. MacIntyre. What did you do prior to that ? 

Mr. Farrevy. I was with Miller Supermarkets as head of the meat 
department. 

Mr. MacIntyre. For what period of time? 

Mr. Farreti. I was with Miller about 22 years, and about 18 years 
I was in the office, or in the supervisory capacity. 

Mr. MacIntyre. What were your duties in that employment ? 

Mr. Farrety. Well, I had entire charge of all meat operations. 

Mr. MacIntyre. Were they engaged in slaughter—buying and 
feeding cattle and slaughtering ? 

Mr. Farrevu. No. 

Mr. MacIntyre. What were their operations ? 

Mr. Farretu. Strictly retail until possibly 7 or 8 years ago, when 
we opened a processing plant. 

Mr. MacIntyre. So up until 7 or 8 years ago, it was a matter of 
buying dressed meat ? 

Mr. Farrety. That is right. 

Mr. MacIntyre. Cuts? 

Mr. Farreu. Yes, sir. 

Mr. MacIntyre. And since7 or 8 years, then what ? 

Mr. Farrety. Well, our processing plant, we processed, we cut hogs, 
made our luncheon meats, smoked hams, and sliced bacon and so forth. 
It was strictly a pork operation. 

Mr. MacIntyre. Slaughter beef ? 

Mr. Farrecu. No. 

Mr. MacIntyre. Still purchased dressed beef ? 

Mr. Farrecyi. That is right. 

Mr. MacIntyre. And you continued in that until when ? 

Mr. Farreti. How do you mean that, sir? 

Mr. MacIntyre. You continued then in the buying of dressed beef 
for Miller Supermarkets until when ? 
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Mr. Farreci. Until I terminated with the company. 

Mr. MacInryre. When was that ! 

Mr. Farreci. Well, you might say, until that—until National Tea 
acquired the Miller chain. 

Mr. MacIntyre. And that was on what date / 

Mr. Farrewt. I believe it was May 15, 1957. 

Mr. MacIntyre. And then you continued as an employee of the 
National Tea Co. until when ? 

Mr. Farreiti. December 1, 1958. 

Mr. MacIntyre. So you had about a year and a half of employ- 
ment by that time with National Tea ¢ 

Mr. Farrexy. Right. 

Mr. MacInryre. Were your duties any different for National Tea 
than they were for Miller Supermarkets! That is, you continued to 
buy dressed meats, did you ? 

Mr. Farrevu. Yes. 

Mr. MaclIntire. Now, going back to your purchases of dressed 
meats for Miller Supermarkets, before Miller Supermarkets were 
acquired by National Tea—in general, what were the grades that you 
were permitted to and did buy for Miller Supermarkets ? 

Mr. Farretu. U.S. Choice or better. 

Mr. MacIntyre. When you say “U.S. Choice or better,” you mean 
U.S. Choice and Prime? 

Mr. Farreti. Prime when available, that is right. 

Mr. MacIntyre. Now, what about the pricing of dressed meats 
you bought? Who determined the prices ¢ 

Mr. Farrevi. Well, I did, with Miller’s. 

Mr. MacIntyre. As long as Miller’s was operating as Miller Super- 
markets, and before they were purchased by National Tea, you deter- 
mined the prices ? 

Mr. Farrety. Right. 

Mr. MacIntyre. And was that done in relation to any market here 
in Denver? Competitive market ? 

Mr. Farrevy. It was a competitive market. 

Mr. MacIntyre. In other words, you bought in accordance with the 
competitive pricing? 

Mr. Farretu. That is right. 

Mr. MacIntyre. As you found it, now, after Miller Supermarkets 
were purchased by National Tea, what did you do about grades? Did 
you continue to buy the same grades? 

Mr. Farrevt. Yes, sir. 


Mr. MacIntyre. Continuing to buy Choice and Prime for National 
Tea? 


Mr. Farrety. Yes, sir. 

Mr. MacIntyre. What about the pricing? Who told you—or did 
you still determine the prices to be paid? 

Mr. Farrewu. No. 

Mr. MacIntyre. Who did? 

Mr. Farreti. We had a bulletin out of Chicago on that that deter- 
mined the price of our carcass cattle. 

Mr. Roosrvett. Let me just understand this correctly. The pre- 
vious witness said that these things were also determined also by the 
local operations here, and that they never got any information from 
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Chicago, or any instructions of any kind. And now you are testify- 
ing that they got a bulletin giving them instructions as to what they 
should do? 

Mr. Farreiy. No, pardon me. It wasn’t instructions. It was, 
shall we call it, a price list. 

Mr. Rooseve.r. And what was the purpose of it ? 

Mr. Farrevi. The only thing that was priced on this price list by 
the home office was straight carcass cattle. Now, the cuts—I think 
you misunderstood. 

Mr. Rooseve.t. But the straight carcass cattle were on that / 

Mr. Farrevy, That is right. 

Mr. Roosevetr. Well, could there be any other purpose that list 
had than to indicate to the local operation what they should be—the 
general range within which they should be operating? 

Mr. Farrevt. Well, no. That goes back to general market. condi- 
tions in the area. 

Mr. Roosevett. I don’t quite follow on that answer. 

Mr. Farreti. Well, when I speak of cuts, I mean chucks and 
rounds—the market might be 5 cents a pound higher in Chicago than 
it is in Denver. And if the local plant had a supply of that, then I 
would dicker on the prices here locally here with our—National Food 
Co. 

Mr. Roosevert. I am talking about the full carcass list you referred 
to. 

Mr. Farreiyi. That price came from Chicago. 

Mr. Roosrvetr. And what was the purpose of supplying that full 
carcass list ? 

Mr. Farrevi. That I can’t answer. 

Mr. Avery. Mr. Chairman—Mr. Farrell, if I understand you right, 
this is just the dressed beef price that came to you from Chicago. 
It wasn’t anything confidential. It was just a market report. 

Mr. Farreii. No; it was my cost, on full careass cattle only. 

Mr. Roosrverr. In other words, your cost was to conform to that 
price sent to you by Chicago? 

Mr. Farrety. Right. 

Mr. Roosevetr. And were you given any discretion to vary from 
those prices on full carcasses ? 

Mr. Farrei. No. 

Mr, Roosrverr. And were the grades that you could buy also ex- 
panded to include ungraded attle? 

Mr. Farre.ti. You mean inthe straight carcass cattle 2 

Mr. Macinryre, Yes. 

Mr. Farrevy. Please state that again ? 

Mr. MacInryre. Will you read the question back to the witness? 

(The question, as recorded, was read by the reporter.) 

Mr. Farrein. Yes. 

Mr. MacInryre. Now, did there come a time, after National Tea 
bought Miller Supermarkets, and these policies of pricing and grad- 
ing were passed on to you from Chicago, that you and the manage- 
ment had any differences of opinion about. the grades and quality of 
meat that should be beneaie for sale here in ‘Denver, through the 
Miller Super markets ¢ 

Mr. Farrety. No; I didn’t think so at the time. 
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Mr. MacInryre. Well, did it appear to you at any time? Do you 
think so now—whether there were differences / 

Mr. Farreii. Well, I did use some ungraded cuts that I particu- 
larly didn’t like. But it was a matter of being owned by National 

Tea Co.—it was our merchandise, shall we say, and I had to dispose of 
them. 

Mr. MacIntyre. Well, if you didn’t like them, why did you get 
them’? Were you told to buy them ? 

Mr. Farrevy. I was trying to cooperate with the company opera- 
tions, shall we say. 

Mr. Roosrvetr. Well, you have to cooperate with something. The 
question of counsel is, Mr. Farrell, were you following policy of the 
National Tea Co. when you bought them ? 

Mr. Farret. I might say, yes. 

Mr. Roosrvett. W ell, let’s not “might say.” Do yousay so? 

Mr. Farreut. I would say, yes. 

Mr. MacInryre. And did you make any representations to the offi- 
cials of your company that this would affect the patronage of the 
company, if they persisted in continuing to market ungraded and 
low quality cuts 

Mr. Farrecy. Well, not so much in beef. We did have conversa- 
tion at times—getting back to some of these cuts that. were surplus in 
our plant here. 

Mr. MacInryre. Well, what did you do, with respect to those, say 
to the officials of your company as to the probable effects on the patron- 
age in retail stores ? 

Mr. Farre.y. Well, it wasn’t so much of quality. It was weights, 
that you were talking about a bit ago. 

Mr. MacIyryre. Well, will you explain to the committee what you 
mean by that? 

Mr. Farreti. Well, I was responsible for the retail operation, and 
I wanted the type of cattle that we always had used. And I think 
Mr. Davidson explained that—steers and heifers and so forth. But 
I used to have to take some heavy cattle at times, which are more 
wasty as far as retail, what we will term as block cattle, for retail 
operation. 

Mr. MacIntyre. You took those because it fitted in with the policy 
of the company / 

Mr. Farrewx. That is right. 

Mr. MacIntyre. Did differences in opinions in policy between you 
and your company have anything to do with your separation from 
the company ¢ 
Mr. Farrety. It must have. That was the reason for my termina- 
tion. 

Mr. MacInryre. I believe that is all, Mr. Chairman. 

Mr. Roosevett. Mr. Avery. 

Mr. Avery. No, I believe not, Mr. Chairman. 

Mr. Roosevett. I would just like to remark for the record that your 
testimony is quite at variance with the preceding witnesses who stated 
that there were no discussions with Chicago with the National Tea 
Co. as such, that this was a completely independent operation, a small 
kingdom unto itself. Your testimony clearly indicates that the rea 
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son for your separation was your failure to follow policies determined 
by other officials of National Tea? 

I just make that for the record. I don’t ask you to comment on 
it, unless you wish to comment on it. 

Mr. Farretu. Well, we were not directed by anyone, or I was not, 
shall we say, to adhere to a strict policy. In other words, I bought 
cattle for the first 6 months from other packers. But I could see 
the trend, and it was maybe, shall we call it, good business. We had 
a plant out in the stockyards district. But up until the time I left, 
I still bought cuts, extra cuts, from wholesalers and jobbers within 
the Denver area. 

Mr. Roosevetr. But you left, or you were discharged, because you 
felt this was not going to remain the policy, or you would not be 
free to continue to do so completely unhampered by any company 
policy that would be at variance with that freedom. 

Mr. Farrety. Well, it was the company’s decision. It wasn’t mine. 
Does that answer your question ? 

Mr. Roosrverr. I don’t think it quite does. You made the state- 
ment that you could see the trend. 

Mr. Farretu. Right. 

Mr. Roosevetr. And is it a correct assumption by this committee 
that you believed the trend to be one which would curtail your free- 
dom and make you follow the policies of the company ? 

Mr. Farrety. That is right. 

Mr. Roosrvett. Thank you very much, Mr. Farrell. Weappreciate 
your cooperation with the committee. 

Mr. Leperer. We would like to have Mr. Davidson explain that 
list, so it is clear for the record. 

Mr. Roosevett. I would be happy to recall him in just a minute. 

Mr. Farrell, would you mind letting the press take your picture? 
The committee will stand in recess for 30 seconds. 

(A short recess. ) 

Mr. Rooseve_t. The committee will resume its session. 

May the record show at the request of Mr. Davidson, he is recalled 
at this time to make such statements as he wishes to make concerning 
the testimony of the previous witness. 

Mr. Davidson, we will consider you still under oath, sir. 













































TESTIMONY OF SOL DAVIDSON, MANAGER, MEATPACKING PLANT, 
NATIONAL FOOD STORES, INC.—Resumed 





Mr. Davipson. Well, I wanted to put the committee straight on this 
sheet from Chicago. We get a yellow sheet, which is the Provisioner 
sheet. Then we get a Daily Record sheet, which is a pink sheet. And 
then through conversation with Mr. Chaplicki in Chicago, we put a 
sheet of our own out. And we use all those three sheets strictly as a 
guide to show the market of cattle. All prices and all quantities, and 
all that is strictly a matter between our plant and any branch. But 
those are all guides. This yellow sheet is put out with the Provi- 
sioner. The Packers’ Daily Record is another sheet, and then we get 
this one from Chicago. 
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Mr. Roosevett. And what does the Chicago sheet show you? 

Mr. Davinson. The Chicago sheet tries-to take into consideration all 
these other sheets, and also give their thoughts, which is, as I said 
before, made between the Chicago office and myself. And it strictly is 
a guide. There is nothing we have to follow. Strictly a guide. 

Mr. Roosevetr. It is reasonable to suppose, however, that if you 
didn’t follow it, and if they found that you were not doing a good 
oe operation by not following it, you would be in somewhat 
of a jam. 

Mr. Davinson. No. Ican show you prices where we do not follow it. 

Mr. Roosrvett. But you do so on the theory that you are making 
more profit by so doing, is that correct ? 

Mr. Davinson. Well, there are times when we get a little more money 
from certain branches, and sometimes less. But that is strictly a 
guide, just like the two other sheets. 

Mr. Roosevett. But the fact is it exists? 

Mr. Davinson. It exists; yes, sir. 

Mr. MacIntyre. That is the pink sheet that you spoke about ? 

Mr. Davipson. No, there are two sheets that we get from outside 
people, and then the third sheet we get from Chicago. 

Mr. MacIntyre. You describe that as the pink sheet. 

Mr. Davinson. No, there are three sheets. There was the Provi- 
sioner, which is the yellow sheet, the Daily Record, which is with a 
red border on it, and then our own sheet. 

Mr. MacInryre. Well, now, your own sheet represents the best 
judgment and view of your company as to the value and prices ex- 
pressed—I mean as to values expressed in those prices on the sheet, 
is that correct ? 

Mr. Davinson. That is right. However, we have numerous sales 
where we do not follow any of the sheets. We follow whatever the 
market will bear, so to speak. 

Mr. MacIntyre. But the best judgment in the view of your com- 
pany is expressed on your company’s sheet ? 

Mr. Davinson. That is right, but it is not something we have to 
follow. 

Mr. Avery. Mr. Davidson, if I can repeat essentially what I said to 
Mr. Farrell, is that anything more than a market report ? 

Mr. Davipson. That is what it amounts to. 

Mr. Avery. You are not bound by it, except you might use it the 
same way you would read the newspaper to see what the cattle mar- 
ket is? 

Mr. Davinson. That is right. 

Mr. Roosevett. Thank you, gentlemen. 

The next witness before the committee will be Mr. George Weisbart, 
and we will ask Mr. Siegel whether he will also come forward at this 
time. 

Mr. Weisbart, I will swear you. Do you solemnly swear that the 
testimony you are about to give before this committee shall be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Wertspart. I do. 


> 
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TESTIMONY OF GEORGE WEISBART, FEEDLOT OPERATOR AND 
MEATPACKER, DENVER, COLO.; ACCOMPANIED BY ABE L. HOFF- 
MAN, ATTORNEY, DONALDSON, HOFFMAN & GOLDSTEIN, DEN- 
VER, COLO. 


Mr. Roosrvetr. Mr. Weisbart, I think I might explain that we called 
you at 9:30 under the wrong assumption that your subpena requested 
you at that time. So we would offer you whatever apologies we should 
properly give to you for intimating you were not responsive to the 
subpena, because you certainly have been. You were present I know, 
and I personally saw you at the time the subpena called for you to 
be present. 

Mr. Horrman. Mr. Chairman, may the record show Mr. Weisbart is 
accompanied by his attorney, Abe L. Hoffman, of Donaldson, Hoff- 
man & Goldstein. 

Mr. Roosrvetr. Thank you, Mr. Hoffman, I will not swear you 
under the assumption you are not going to be a witness, but merely 
to advise your client. 

Mr. Horrman. Thank you. 

Mr. Roosrverr. Would you proceed, Mr. Counsel ? 

Mr. MacInryre. Mr. Weisbart, what is your business ? 

Mr. Wetssarr. Well, at present I am a producer of meat, beef. 

Mr. MacInryre. When you say “producer,” what do you mean? 

Mr. Weispart. Well, we operate a ranch and feedlot. 

Mr. MacIntyre. And where isthe feedlot ¢ 

Mr. Wetspart. Brush, Colo. 

Mr. MacIntyre. What is its size—its total capacity ? 

Mr. Wetsparr. Well, we usually keep more than we should in it, 
but I would say it hasa capacity of about 25,000. 

Mr. MacIntyre. Mr. Robertson, will you show Mr. Weisbart photo- 
graph No. 2, and I will ask you to state whether that is a photograph 
of his Brush feedlot. 

Mr. Werspart. That is it, yes, sir. 

Mr. MacIntyre. How long have you operated the feedlot ? 

Mr. Wetspart. On, a )proximately 30 years, I would say. 

Mr. MacIntyre. Did you state for the record what the annual total 

capacity is? 

Mr. Wetspart. Well, personally I couldn’t give you—I could give 
you an approximation. 

Mr. MacInryre. All right. 

Mr. Wetspart. I would say we turn out somewhere from 50,000 to 
60,000 cattle a year. 

Mr. MacIntyre. Out of that one feedlot? 

Mr. Wetsparr. Yes, sir. 

Mr. MacIntyre. Haven’t you also operated a packinghouse ? 

Mr. Wetspart. We were interested ; yes, sir. 

Mr. MacIntyre. And that was what packing company ? 

Mr. Wetspart. Fryer & Stillman. 

Mr. MacIntyre. Was it a corporation ? 

Mr. Werspart. Yes, sir. 

Mr. MacIntyre. And you were part owner of it? 

Mr. Wetssart. Yes, sir. 
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Mr. MacIntyre. Much of the cattle that went into there came out 
of your feedlot? 

Mr. Wetssarr. I would say very few. In fact—well, maybe a few 
realization cattle, sick cattle or something, that got sick, that is about 
the only cattle. 

Mr. MacIntyre. Out of your own feedlot ? 

Mr. Wetspart. Yes. 

Mr. MacIntyre. You sent only the sick cattle from your feedlot 
into Fryer & Stillman ? 

Mr. Wetspart. No. The cattle that went in for realization. 

Mr. Roosrvett. I didn’t understand. 

Mr. Wetspartr. A few cattle that we would send in for realization. 
I mean whatever the analysis realized out of the carcass meat, we 
got paid for. 

Mr. Avery. Subject cattle would that be? 

Mr. Werspart. Yes. 

Mr. MacIntyre. What was the total killed, slaughtered, and car- 
ried through the Fryer & Stillman packing plant in 1958? 

Mr. Wetspart. I don’t have those figures. 

Mr. MacIntyre. Well, can you give us an estimate? 

Mr. Wetssart. I would say we killed probably 70,000 cattle. 

Mr. MacIntyre. And processed them through that plant of Fryer 
& Stillman? 

Mr. Wetspart. Yes, sir. 

Mr. MacIntyre. What was your principal market for the cattle 
that was thus processed ? 

Mr. Weiszarr. I would say our principal market was New York 
City. 

Mr. MacInryre. What companies—to what companies did you 
sell ? 

Mr. Wetsparr. Different companies. I mean people that are job- 
bers there, carcass meat and sell it to different houses and stores. 

Mr. MacIntyre. Was Food Fair one of your principal buyers out 
there ? 

Mr. Wertssarr. No. 

Mr. MacIntyre. Weren’t buying any from you? 

Mr. Werspart. No, sir. Well, they were in the last 2 or 3 weeks 
of operation. 

Mr. MacIntyre. That was in the fall of 1959? 

Mr. Wertspart. Well, just recently, yes. 

Mr. MacIntyre. Now, you have also included among your cus- 
tomers some of the lar we chains, have you not, in shipping beef to 
the East? 

Mr. Wetsrart. I would say some, yes. 

Mr. MacIntyre. Mr. Weisbart, we have had considerable testi- 
mony here yesterday about the rate of pay, and whether or not the 
pay of the chains was made for beef within 24 or 48 hours. We 
know of you as having considerable experience in this field. Would 
you be able to comment on what your experience has been in having 
your bills paid? Were the chains slow in making pay, or just what? 2 

Mr. Wetspart. Well, I would say they are maybe a little slower 
than average. 
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Mr. MacInryre. A little slower than the average of the other cus- 
tomers / 

Mr. Wersparr. I would say, yes, a little. 

Mr. MacIntyre. That create any problem for you in financing, 
clearing the accounts / 

Mr. Wetsparr. Well, as an individual—I mean as Fryer & Still- 
man, it didn’t create too much problem, no. I wouldn’t say it did. 

Mr. MacInryre. But it did require you to go to banks for money, 
on which you had to pay interest ? 

Mr. Wersrzart. Right. 

Mr. MaclIwyryre. That additional cost wasn’t added to the price 
that you got as a separate item ¢ 

Mr. Wetsparr. No. 

Mr. MacIntyre. Now, you spoke about the last operations of Fryer 
& Stillman. When did those last operations occur ¢ 

Mr. Werssarr. Well, we ceased operating in October, about the 
15th of October we ceased operation of the pac ckinghouse. 

Mr. MacInryre. What happened to the packinghouse ? 

Mr. Wetssarr. We had leased the plant to Food Fair. 

Mr. MacInryre. Now—— 

Mr. Roosrverr. You leased the plant when to Food Fair? 

Mr. Wetsparr. Well, 30 days previous to the day of our termina- 
tion. 

Mr. Rooseverr. And what was that date of termination ? 

Mr. Wrispart. About the 15th of October, as close as I can recollect. 
I mean we quit operating about the 15th of October. 

Mr. Roosrvetr. And Mr. Siegel, you left Denver about what date? 

Mr. SreceL. November 6. 

Mr. Roosrvetr. And you mean to tell me that you came out here 
and you denied in your previous testimony that you knew that Food 
Fair had any kind of an arrangement with this company for which 
you came out to buy ? 

Mr. Srecer. My testimony was that I came out and represented 
Fryer & Stillman. 

Mr. Roosrverr. And you had no knowledge that it had been leased 
by Food Fair? 

Mr. Siecet. No, sir. 

Mr. MacIntyre. Mr. Weisbart, when did you first meet Mr. Siegel ? 

Mr. Weisparr. Well, casually, a few years back, when he bought 
cattle in Chicago. 

Mr. MacInryre. When did you first meet him in connection with 
his buying of cattle in Denver ? 

Mr. Wetssarr. When he came here, which was 

Mr. MacIntyre. October 16, 1959? 

Mr. Weispart. I can’t recollect the exact date. But he came here 
with the sole purpose that they were going to open this plant, and 
Mr. Siegel was to buy cattle to operate this plant, until they made 
arrangements for cattle buyers. 

Mr. MacInryre. That is, that Food Fair was going to open it 
under the name United Fryer & Stillman ? 

Mr. Wetsparr. I didn’t know how they were going to open it. That 
was not divulged to me. 

Mr. MacIntyre. That is the name now? 
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Mr. Weispartr. United Fryer & Stillman now, yes, sir. 

Mr. MacInryre. But you understood Mr. Siegel was coming here 
to buy cattle for that plant that Food Fair had leased from you ¢ ¢ 

Mr. Werszart. I didn’t know it until he was here. 

Mr. MacInryre. Well, that was October 16. 

Mr. Weisnarr. Well, when he showed up, I know he was to buy the 
cattle. 

Mr. MacIntyre. And you and he then went together to look around 
for cattle at different places / 

Mr. Wetssparr. Yes, sir. 

Mr. MacIntyre. And at that time did you become acquainted with 
Mr. Siegel ¢ 

Mr. Wetsparr. Sure. 

Mr. Maciyryre. You knew why he was here, and you knew who 
he was and he knew who you were / 

Mr. Wetspart. | think so. 

Mr. MacInryre. And what you had been doing? 

Mr. Weispart. Yes. 

Mr. MacInryre. And neither one of you talked with the other about 
who was taking over this plant or whether Food Fair had leased it 
from you ¢ 

Mr. Weissarr. Well, it was a known fact. I mean there was noth- 
ing secretive about it. 

Mr. MacInryre. It wasn’t such secret but what Mr. Siegel readily 
heard of it from you, is that correct 4 

Mr. Weisparr. Well, I didn’t tell him. 

Mr. MacInvryre. Did you hear anyone else tell him ? 

Mr. Werspart. No, I didn’t. 

Mr. MacInryre. In other words, you kept that—you did keep it a 
secret from Mr. Siegel ? 

Mr. Wetsparr. It was common knowledge. I figured it was com- 
mon knowledge. 

Mr. Roosevetr. It was common knowledge, but just Mr. Siegel 
didn’t know it ? 

Mr. Wetsparr. I can’t speak for Mr. Siegel. We didn’t discuss this 
phase of it at all. I mean there was nothing to discuss. 

Mr. MacIntyre. But it was common know ledge. 

Mr. Weispart. I would think so. 

Mr. MacInryre. In the livestock trade, anyway ? 

Mr. Werspart. Well, most people know about it, yes. 

Mr. MacIntyre. All except Mr. Siegel. 

Mr. Weissart. I can’t speak for Mr. Siegel. 

Mr. MacIntyre. Do you have a partner in business with you in the 
operation of your feedlots at Brush? 

Mr. Werspart. | havea younger brother at present. 

Mr. MacIntyre. That is lLrwin ? 

Mr. Wetsparr. Yes, sir. 

Mr. MacIntyre. In the sale of your cattle from the feedlot, isn’t 
ita fact that you sell the majority of the steers from that feedlot to 
the Capital Packing Co. here in Denver? 

Mr. Wrtsparr. Well, let’s say we sell a good many of them. 

Mr. MacIntyre. And heifers go from your feedlot to the National 
Food Stores Co. ? 
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Mr. Wetspart. Yes. 

Mr. MacInryre. In other words, you more or less divide and run 
your sales that way ? 

Mr. Wetspart. Well, we do, but that doesn’t hinder anyone from 
coming to our feedlot and buying cattle from us at the same levels. 
We just try to find our business market. 

Mr. MacIntyre. The pattern of your sales have been just about 
that—your steers to the Capital Packing Co., the heifers to the Na- 
tional Food Stores, Inc. 

Mr. Weispart. No. I say we don’t do it by any prearrangement. 
They come to our feedlot and we have a private treaty, and we either 
sell them or we don’t. There is nobody forces us to sell them. We do 
it because we think it is a market for cattle. 

Mr. MacIntyre. Did you say “private treaty” ? 

Mr. Weisparr. Yes. 

Mr. MacIntyre. Who is the operator of the Capital Packing Co. 
with whom you had this arrangement ? 

Mr. Wetspart. Well, their cattle buyer is Meyer Averch. He is 
the man we do most of our business with. 

Mr. MacInryre. It is really under the management of Mr. Dave 
Averch, isn’t it? 

Mr. Wetspart. He is the supervisor of the plant. Well, I can’t say, 
but I think Meyer does most of the cattle buying. 

Mr. MacIntyre. In your sale of cattle to Capital Packing, from 
your feedlot at Brush, do you sell on the weights on your scales at 
Brush ? 

Mr. Wetrspart. Yes, sir. 

Mr. MacIntyre. And Capital took title to the cattle there ? 

Mr. Wetspart. Yes, sir. Well, they take the title there, but we 
deliver them to their plant. 

Mr. MacInrvre. So the delivery was at your cost after that? 

Mr. Werspart. Yes. 

Mr. MacInryre. And pencil shrink was involved in the price that 
was paid to you at your scales? 

Mr. Wetspart. Yes, sir. 

Mr. MacIntyre. What was that—4 percent ? 

Mr. Wetspart. Usually. 

Mr. MacIntyre. Were there some charge backs in addition to that? 

Mr. Wetspart. Not that I know of, because I am not familiar with 
our books, and I couldn’t wisely say yes, or no. Because that is not 
in my department. 

Mr. Avery. Well, Mr. Counsel, the witness already testified that 
what might have been a charge back he has already disposed of at 
United Fryer & Stillman. 

Mr. MacInryre. In addition to these activities you have described, 
did you also have an interest in the Farmers Livestock Co. ? 

Mr. Wetspart. No, sir. 

Mr. MacIntyre. Do you have any connection with them ? 

Mr. Werspart. No. 

Mr. MacIntyre. Any business relationship of any kind with them? 

Mr. Werspart. Yes. Several years ago I had a brother, who passed 
away last year, and he started a deal with Farmers where Mr. Morrie 
Miller, who is connected and is a partner of Farmers Livestock Co., 
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would bring Meyer Averch, with his car, to our feedlot, and they 
would bargain on a set of cattle. And if we sold these cattle, we 
would clear them through Farmers’ Commission Co. That is the only 
relation. That involves the yardage and commission—the yardage 
paid to the stockyard company, which we have paid, and commission 
to Farmers Live, which is a practice that we have done for a good 
many years. 

Mr. MacInryre. Were all of these cattle thus handled cleared 
through as if they had been sold on the yards? 

Mr. Wetspart. Yes. 

Mr. MacIntyre. Although they in fact were not? 

Mr. Wetspart. Well, they were not. But the charges were made, 
like yardage and commission. 

Mr. MacIntyre. As if they had been ? 

Mr. Wetspart. Yes. 

Mr. MacIntyre. Now, I would like to ask this question of Mr. 
Siegel. During the period from October 16 through November 6, 
1959, you were buying cattle, I believe you testified ? 

Mr. Strecex. Yes, sir. 

Mr. MacIntyre. And some of your purchases were made on the 
yards? 

Mr. Srecet. Yes, sir. 

Mr. Rooseverr. Did you register at the stockyards, Mr. Siegel? 

Mr. Srecen. No, sir. 

Mr. Roosevert. You did not register? 

Mr. Sreceu. No, sir. 

Mr. Roosrevettr. Why ? 

Mr. Stecex. I didn’t buy the cattle myself. I went with Mr. Weis- 
bart, and Mr. Weisbart acted as my agent, like we do at other stock- 
yards, where you don’t have to register. I am registered in the Chicago 
stockyards. 

Mr. Roosevett. So you bought through Mr. Weisbart’s registra- 
tion 

Mr. Srecet. Yes, sir. 

Mr. Weispart. Yes. We in fact paid for the cattle and in return 
were reimbursed by the company. 

Mr. Roosrve.tt. You mean the transaction went from the stock- 
yard to you 

Mr. Wetspart. To Riverside Cattle Co. which is a branch of our 
a that we use for the sole purpose of buying cattle from other 
people. 

Mr. Roosrveit. And then from you back to United? 

Mr. Werssart. And we were reimbursed by the new company. 

or Avery. That Riverside corporation is an order-buying busi- 
ness ? 

Mr. Wetspart. Yes, it is a business used just for that purpose. 

Mr. MacIntyre. What are the terms of that lease—that is to run 
for 10 years? 

Mr. Wetspart. True. 

Mr. MacIntyre. And for a stipulated cash rental to you? 

Mr. Weispart. Yes, sir. 

Mr. MacIntyre. Are there any other terms and conditions? 
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Mr. Wetspart. Well, this company has a right to exercise an option 
after the 10-year period, for certain amount of money, to buy. 

Mr. MacInrrrre. So you have actually lost control over the owner- 
ship if they want to exercise that option ? 

Mr. Wetspart. That is true. 

Mr. Roosgvett. Mr. Weisbart, could I ask you whether or not if it 
was prohibited to packing companies to buy direct from feedlot 
operators, whether this would mean that much of your cattle would 
go into the stockyards. 

Mr. Werspart. Well, personally my belief—you want to know 
whether I think that cattle—if all cattle would cease—I mean all cattle 
buying would cease in the country, it would all come to market, I 
don’t think this market could hold them. 

Mr. Rooseveur. You mean there would be so much of them ? 

Mr. Wetsparr. Yes. I think it would have a bad effect on the 
market. 

Mr. Roosrvetr. You mean because there physically isn’t room for 
them? Because after all, you have got them 

Mr. Wetspart. It is just that we have so many buyers. Let’s say 
we have five cattle buyers. I don’t know—say even 10. And if you 
had more cattle than they could look at during the day, I would say 
it would have a depressing effect. on the market. 

Mr. Roosrvett. Well, that, of course, is a question of opinion. The 
contrary has been expressed to the committee. 

Mr. Wetspart. This is just my opinion. 

Mr. Brown. Mr. Chairman, at some time or another some buyers 
see all the cattle. The buyers see them all before they buy them, 
don’t they ? 

Mr. Wrispart. Yes. We see them. 

Mr. Brown. It is as broad as it is long. They have got to be seen 
before they can be bought. And if some setup existed where they 
all went through a public supervised market, there won’t be any physi- 

cal problem to it, would there ? 

Mr. Wetspart. Yes, it would, because every pen in the yards hold 
one load of cattle. 

Mr. Brown. Suppose that on big lots, such as yours, suppose that 
notice were given to all buyers at a certain time these would be sold, 
and they could even go to your feedlots and see your lot of cattle, 
couldn’t they ? 

Mr. Weispart. And then see them again after they get here? 

Mr. Brown. I am talking about just to make sure that everybody 
gets a fair shot at all of them. N: aturally the buyers couldn’t go out 
and look at 10 head. But you sell severall when you sell, don’t you? 

Mr. Weissart. Yes, we do. 

Mr. Brown. Well, as it is, no notice is given to all the buyers at 
the stockyards in this area when you are going to sell. 

Mr. Weissarr. We sell every week. They know we sell every week. 

Mr. Brown. They do, and they get a fair shot at all of your cattle? 

Mr. Werspart. They do if they want to come to our feedlot, yes. 

Mr. Roosgevett. Do pn sell primarily on what days of the week ? 

Mr. Wetspart. Well, I don’t think we specify any certain day. 
Whenever a man wants to come to our feedlot and buy some cattle, we 
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have somebody there to show him the cattle and price him the cattle. 
And if they complete the trade, that’s it, 

Mr. Roosrverr. How does he know what you have set aside for the 
direct buyer ? 

Mr. Werspart. Well, we don’t set anything aside. Every animal 
in our feedlot is for sale. 

Mr. Roosevett. But you have no agreements with Capital Packing 
or anybody else to deliver a certain amount of cattle to them ? 

Mr. Wetssert. No, sir. 

Mr. Brown. We had a big operator tell us earlier that he felt be- 
cause of his size he was in a “position to ask a price for his cattle and 
come close to getting it. Do you feel you are in the same position ? 

Mr. Wertssarr. Well, we don’t feel that way; no. We like to do 
business with anybody that does business. And that is what we have 
made this practice since we have been in the business. We feel this 
way: If you treat the next fellow right, he is going to come back. 
And if youtry to gouge him, he is not going to come back. 

Mr. Brown. Youtr y to cet all you can? 

Mr. Werssart. All we think they are worth. 

Mr. Brown. Youstart out with an asking price, don’t you ? 

Mr. Werspart. It is pretty close to where we sell them. 

Mr. Brown. Now, when you go out to buy, as you did for this new 
firm, United Fryer & Stillman, did you let that little feedlot operator 
ask you an asking price ? 

Mr. Werszarr. That is his prerogative. 

Mr. Brown. Did he? 

Mr. Wetspart. Sure. 

Mr. Brown. Did all of them ? 

Mr. Werspart. I don’t get the question. 

Mr. Brown. I am just asking for the difference in the little operator. 
Did the little operator even get a chance a lot of times to ask an asking 
price, or did you tell him what the market was and make a price offer? 

Mr. Weisparr. Well, personally, I think that he has as much—I 
think he is treated as well as any operator. The little operator and 
the big operator, I think, are treated on a par basis. 

Mr. Brown. When you were buying for United Fryer & Stillman, 
did you buy any cattle for less—that is, any cattle of a comparable 
trade for less than you sold at your place during the same period ? 

Mr. Weiszartr. Well, I can say this: When you are dealing with live 

rattle, you are dealing with a blind article. No person—I mean we 
buy cattle, when we are buying cattle for our packinghouse, we figure 
them on a dressed cost basis. We might give 26 for a load of c: attle 
and give 25 for a comparable load of cattle, and the ultimate results 
are the same—same dressed cost, same grade. That is why we have 
a market. 

Mr. Brown. Generally speaking, though, you think you made some 
pretty good buys for United Fryer & Stillman, don’t you ? 

Mr. Wersparr. They don’t think so. 

Mr. Brown. What happened ? 

Mr. Wetsparr. Well, I mean in recent months, no buy was a good 
uy. 

Mr. Brown. Because the market—— 
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Mr. Wetspart. Depressed market, yes, we have a very fluctuating 
market to work with. If our markets were steady day-in and week-in 
and week-out, then a good buy is a good buy. But a good buy is 
never a good buy on a depressed market. 

Mr. Roosrvectr. Is the reason for that depressed market an extra 
large supply ? 

Mr. Wetspart. Yes. 

Mr. Brown. Might I ask your opinion when that market might 
reverse. 

‘ Mr. Wetspart. I have had a lot of people ask me that. I wish I 
new. 

Mr. Brown. You don’t even want to make a guess? Do you think 
it is going to get worse before it gets better ? 

Mr. Wetszart. I hope not. That is all I can say. I don’t know. 
Personally, I get a lot of information, and it crosses—some of it is 
good and some of it bad. And people I have a lot of confidence in, 
and who make predictions are as much wrong as they are right. 

Mr. Brown. Now, the U.S. News & World Report seems to have 
some expert cattle people. They are always giving their opinion. 
They say the cattle market is said to be headed for a bust sooner or 
later because cattle numbers are increasing at a rapid rate. 

Now, do you think there is reason to believe that? 

Mr. Wetssar” Well, my only answer to that is the population is 
increasing at a rapid rate. The consumption is going up, too. 

Mr. Brown. That is exactly my point. And I can’t understand the 
fluctuations in all this day to day and week to week. Part is a bunch 
of shenanigans and a bunch of sharp pencil buys on the buying side. 

Mr. Wetspart. Let me say this, and this is just my opinion. I think 
basically the cattle market has its ups and downs because of so much 
information that people that are buying meat get. They know when 
we have a big run of cattle that even if they want the meat, and would 
buy it today, they say, “What’s the use of buying it today, let’s wait 
a tomorrow, and we will buy it cheaper.” And they have the upper 
rand. 

Mr. Roosevett. Well, by staying over the market, you think they do 
influence it in going down, too? 

Mr. Wetspart. Sure. 

Mr. Roosrvetr. So that they do have a direct influence on that price, 
whether they are in or out of the market, is that correct? 

Mr. Wetsrart. If they are out of the market, they have a different— 
I mean if they are in the market, sure the market is going to be 
stable. I am talking about people—I am not talking about certain 
classes of people. I am saying that that is a way anybody would do 
that is doing business. I mean if there is a big run of cattle and I 
walk out there and say, “I have plenty of time, I don’t have to buy 
them now, I can wait until later and the market will be much more 
depressed and I will buy these cattle cheaper,” and that is the general 
feeling of anybody that buys cattle or beef itself. 

Mr. Roosrvetr. So if you were the buyer for United—for Fryer & 
Stillman, which in reality is Food Fair, Food Fair would have a 
direct effect, would it not ? 

Mr. Wetspart. I don’t get what you mean. 
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Mr. Roosevett. If the buyer for United Fryer & Stillman came out 
and just said exactly what you have just told the committee, “Well, I 
am not going to buy today, I am going to wait for tomorrow,” Food 
Fair, which is actually the operator of United Fryer & Stillman, 
would be exercising a direct iemas on that market, would they not? 

Mr. Wetspart. Well, any buyer would. 

Mr. Roosevett. As any other buyer. 

Mr. Wertspart. As any other buyer; yes. 

Mr. Brown. Well, would the top 10 buyers in this area—say they all 
stayed out on the same day, what would happen in the market ? 

Mr. Werspart. Well, if all the buyers were in the market and we 
had short receipts, we would have a real good market. 

Mr. Brown. But if all of them were out and you had heavy receipts? 

Mr. Weispart. They are never out. They always need some cattle 
fora kill. But when we have big receipts, then they are a little more 
pickish. They can buy what they want and leave what they want. 

Mr. Brown. In spite of the fact that you just testified that the over- 
all supply, in your opinion, is not excessive when you consider the in- 
crease in population 4 

Mr. Wetspart. I didn’t say that. I just said that the population is 
growing, too. 

: Mr. Brown. But you think it is a little excessive in spite of the popu- 
ation. 

Mr. Weispart. I think there are periods when it is excessive. And 
then it tapers off. 

Mr. Brown. Is this one of them? 

Mr. Wertssart. I think so. 

Mr. Brown. And you expect that to continue ? 

Mr. Wetspart. Well, it runs its course. It is excessive for a period, 
and then tapers off, and we get a reaction. 

Mr. Brown. Thank you. 

Mr. Roosrvett. Mr. MacIntyre. 

Mr. MacInryre. Mr. Chairman, there is a matter that I think we 
should make reference to. That is, that we did not go into question- 
ing this witness about a number of practices we are told that he and 
some of his associates have engaged in. We have deliberately re- 
frained from doing that, because on August 17, 1959, the Packers and 
Stockyards Administration, in their Complaint No. 2441, did charge 
this witness and his associates with having violated the provisions of 
that act, particularly section 202 and other sections, charging him 
and his associates with controlling prices. So we have not gone into 
the practices engaged in by him and his associates in the Farmers 
Livestock Co., and I think the record should so show. 

Mr. Getr. Mr. Chairman, the committee seems to be somewhat 
exercised by what appears to be Mr. Siegel’s lack of knowledge of 
the ownership and control of United Fryer & Stillman. Perhaps a 
question or two to Mr. Weisbart with regard to with whom he ne- 
gotiated for the leasing of the plant might give the committee some 
information that would be pertinent, and would perhaps show that 
Mr. Siegel’s capacity and his authority was so limited that he would 
not have had the opportunity to know and does not in truth and in 
fact know the entire operation and the ownership of the business— 
except it is limited to the purchasing of cattle. 
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Mr. Roosrvetr. Counsel, the committee is very well aware of that. 
And there was no statement by Mr. Weisbart that at any time Mr. 
Siegel participated in any of the negotiations. The statement that 
Mr. Weisbart made was that it was well known, public knowledge, 
that the Food Fair, Inc., had entered into a leasing arrangement with 
United Fryer & Stillman, and that this had been done prior to the 
time, or at about the same time that Mr. Siegel came out to conduct 
this operation. 

Mr. Ger. Mr. Siegel, Congressman, did frankly admit that work- 
ing for Food Fair in E lizabeth, N J; he was asked by the chairman of 
the board of Food Fair, Mr. Samuel Freedland to come out, which 
he did. But I think the questioning would show that the negotia- 
tions were with Mr. Samuel Freedland. 

Mr. Roosrvett. The committee is under no other illusion whatso- 
ever. 

Mr. Ger. Very good. May I ask one further question, so that the 
committee will have that clear? 

That the leasing arrangement between Mr. Weisbart’s company, 
which was the Fryer & Stillman Co., a separate corporation, as with 
United Fryer & Stillman Corp., an entirely separate and different 
cor poration. 

Now, what relationship or the control of Food Fair is with or over 
United Fryer & Stillman, is another matter. But the record in the 
city and county of Denver records, and in the Adams C ounty records, 
show that the lease is between Fryer & Stillman, Inc., as lessor, and 
United Fryer & Stillman, Inc., as lessee—and that has been publicized. 
There may have been many rumors, but they are not necessarily facts. 

Mr. Roosrvett. Well now, let’s not get the situation confused. Mr. 
Counsel, are you trying to tell me that Food Fair, Inc., does not have 
any connection with United Fryer & Stillman? 

Mr. Ger. No, I am not, sir. I am not trying to give you such 
impression. I am merely saying that the committee has used and 
some of the witnesses have used ‘interchangeably Food Fair as being 
the lessee of this plant. 

Mr. Roosrverr. Without going into the technicalities of it, the 
facts are—and Mr. Weisbart, I will ask you whether this is correct, 
whether your understanding is that basically, no matter what the 
corporate setup may be or the legalities of the situation—that when 
you and your partners leased what was Fryer & Stillman, you in effect 
le: used it ‘to a company owned and operated and backed by Food Fair, 
Inc. ; is that correct ? 

Mr. Weispart. Well, I would say that was our understanding, that 
Food Fair—but that is all I know about it. 

Mr. Roosrvetr. Well, let’s not then make the record any more com- 
plicated. I think that m: eit it very clear. 

Mr. Horrman. May I make a statement for the record on behalf of 
the witness. One of the members of your committee stated that there 
is to be a hearing by the Department of Agriculture concerning Mr. 
Weisbart here. On behalf of Mr. W eisbart, we have denied and we 
expect to deny all of the charges. And if the committee desires to go 
into the practices that were mentioned by the member, we are ready ‘to 
give them the truth as to everything. There is nothing to be with- 
held. There is nothing to conceal. 
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Mr. Roosrverr. I think that is very proper you should make that 
statement. The committee will not go into it. However, inasmuch 
as it is a matter of—I don’t know whether you would call it litigation 
or whatever the proceeding is at this time—administrative proceeding. 

Mr. Avery, do you have a question ¢ 

Mr. Avery. Two questions. Mr. Weibart, you stated you feed ap- 
proximately 60,000 head of cattle a year, and you further testified 
that you sold some of those cattle on a billed-to-arrive basis, billed to 
the Farmers Livestock Commission Co. Did you state that or not? 

Mr. Wetspart. No, I did not. 

Mr. Avery. What did you say ? 

Mr. Werisparr. I said the treaty was made at the feedlot. And 
when we sell these cattle to Capital, we sell them at our feedlot, and 
weigh them there, and we present the bill to the Farmers Live, and 
they in turn pay us for them. Farmers Livestock pays us for them, 
and they in turn get paid from Capital Packing. 

Mr. Avery. Those particular cattle never go into the stockyards, 
do they ? 

Mr. Weisparr. No, they don’t. But we pay the yardage. 

Mr. Avery. Even though they don’t go to the stockyards, you still 
pav yardage? 

Mr. Weisiiarr. Yes, sir. 

Mr. Avery. What services do you pay for? 

Mr. Wersparr. That is a private treaty between the stockyard com- 
pany and Capital Packing. 

Mr. Avery. Well, that is most generous on your part I would say. 

Mr. Wertsparr. I would say so. 

Mr. Avery. You negotiate the trade, and sell them on your own 
time, over your own s¢ ales, and merely make a gratuity to the Farmers 
Livestock Commission Co. ? 

Mr. Wetspartr. They 

Mr. Avery. Are there any more of those propositions available? 

Mr. Wetsparr. I would say this. Farmers Live—they bring the 
buyer down and represent their commission firm. I mean they have 
a representative there. 

Mr. Avery. All right. I don’t mean to delve into your private ar- 

‘angements here. Now, you further testified that you would have 

cattle for sale every week. 

Mr. Werspart. Practically every week. 

Mr. Avery. Does that mean that you start cattle on feed approxi- 
mately every week, or how do you get them up just to this certain 
stage ? 

Mr. Wetspart. Well, you see, we have an operation that is a little 
different. We run the cattle out and we get them up to the point 
where we think they should go in the feedlot, and some of them we 
don’t have to feed too long, because they have already been fattened 
before we put them into our feedlot. They have been in our possession 
but not in our feedlot. 

Mr. Avery. Then you have no particular buying pattern. You buy 

cattle on the open market at any particular grade. They might be 
feeder cattle, warmed up cattle, they might be cattle some man thought 
were already fat, but you thought were pretty soft buys, but you 
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might take them to your feedlot the same as Mr. Davidson testified 
he did, for a week or 30 days. i 

Mr. Weiszart. That is right; for 60 days or whatever we think 
they need. 

Mr. Avery. We pretty well cleared that most of your cattle sell 
on a direct ceiling arrangement. Part of them you sell direct but bill 
through the Farmers Livestock Commission Co. Do you put any 
cattle on the open market at all? 

Mr. Wetspart. Yes. 

Mr. Avery. Of the 60,000 per year, could you give us just an 
opinion ¢ 

Mr. Wetspart. We market 10,000 of them. 

Mr. Avery. Ten percent, would that be a fair figure? 

Mr. Weispart. Yes, I would say so. 

Mr. Avery. Well, 10 percent would be only 6,000. 

Mr. Weispart. I mean in round figures, maybe 10 percent, or a 
little more. 

Mr. Avery. Do you buy a substantial portion of your replacement 
cattle on the open market in the Denver stockyards? 

Mr. Wetspart. No, we don’t. We have certain people that we buy 
their cattle every year. And this has been a practice for a good many 
years. In fact, they call us, and we know the cattle, and we just say— 
we trade on them over the telephone, and it comes time for delivery, 
either I go down or I send one of my boys down, and they receive 
them. 

Mr. Avery. In other words, you don’t do much for the Denver 
Stockyards Co. 

Mr. Wetspart. Oh, yes, I do. We buy a lot of cattle here. 

Mr. Avery. Isee. On the 60,000, let’s take it that way—you would 
have to buy here, how many would you estimate you buy? 

Mr. Werspart. Well, I see the Denver market—years ago we used 
to buy quite a few cattle on this market, because they were available 
all the time. But now there are only say 3 months out of the year or 
such that cattle are available for feedlots on the market here. The 
trend is different. 

Mr. Avery. I see. Do you have any arrangements whereby you 
have to pay yardage on some of these cattle you buy in the one for 
replacement, without ever taking them through the stockyards? 

Mr. Weispart. No. 

Mr. Avery. That transaction intrigues me. I don’t want to belabor 
the point, but nevertheless it is somewhat unusual, I would say, to 
put it mildly. 

That is all, Mr. Chairman. 

Mr. Brown. You say you have arrangements whereby you buy 
regularly from certain people. 

Mr. Wetspart. Yes. 

Mr. Brown. I have heard of these people who are investors, who 
invest in herd development of beef cattle as a straight investment, tied 
in with it are all kinds of tax loss propositions and so forth. Are you 
familiar with that ? 

Mr. Wertszart. I don’t know anything about them. 

Mr. Brown. Heard about them? 

Mr. Werspart. No, I would say “No”. 
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Mr. Brown. The cattle you buy are from producers who are in the 
business of producing cattle, who live on their ranches? 

Mr. Wetspart. The majority, yes. 

Mr. Brown. Well, what about the rest of them? 

Mr. Wetspart. Well, there are people that live in areas where they 
have no people that have cattle and they buy them, and they call me 
up and say, “George, I have bought so many cattle of such quality and 
brand, and I would like to sell them to you,” and if I think they are 
all right, I try to buy them. But the majority of the cattle we buy— 
we buy cattle through sales and from the grower and producers. Most 
of them I would say come from the producers. 

Mr. Roosrvett. Well, thank you very much, Mr. Weisbart, and Mr. 
Siegal, you will stand relieved of your subpenas. 

Is Mr. Warren Monfort in the room ? 

Would you come forward, then and we would also like to have Mr. 
Dave Averch come forward at this time, also, if he is present, please. 

Gentlemen, would you raise your right hands, please? Do you 
solemnly swear that the testimony you are about to give before this 
committee shall be the truth, the whole truth, and nothing but the 
truth, so help you God. 

Mr. Monrort. I do. 

Mr. Avercu. I do. 


TESTIMONY OF WARREN MONFORT, FEEDLOT OPERATOR, GREE- 
LEY, COLO., AND DAVE AVERICH, CAPITOL PACKING CO., DENVER, 
COLO. ; ACCOMPANIED BY ANTHONY F. ZARLENGO, DENVER, COLO. 


Mr. Roosrvett. Gentlemen, you are accompanied by counsel ? 

Mr. ZarLeENGo. My name is Anthony F. Zarlenga, representing 
Capitol Packing Co. 

Mr. Roosrvett. May the record show both these witnesses are ap- 
pearing pursuant to a subpena issued by this committee. 

Mr. Counsel, will you proceed. 

Mr. MacIntyre. Mr. Averch, will you identify yourself for the 
record ? 

Mr. Avercu. Dave Averch. 

Mr. MacIntyre. And what is your business, Mr. Averch # 

Mr. Avercu. Capitol Packing Co. 

Mr. MacIntyre. Are you the owner of the company ? 

Mr. Avercu. My brother and myself, and our kids. 

Mr. MacIntyre. Ho long have you operated it ? 

Mr. Avercu. Since 1926. 

Mr. MacIntyre. What was the 1958 slaughter there? 

Mr. Avercu. Around 200,000. 

Mr. MacIntyre. Two hundred thousand head of beef ? 

Mr. Avercu. Yes, sir. 

Mr. MacIntyre. And what was your market for that beef? That 
is, who were your customers generally ? 

Mr. Avercu. All over the United States. 

Mr. MacIntyre. You shipped the largest portion of it to the East, 
though, didn’t you? 


Mr. Avercu. Everywhere—east, west, north. 
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Mr. MacIntyre. New York, Philadelphia, Baltimore and Wash- 
ington ? 

Mr. Avercu. All over, yes, sir. 

Mr. MacIntyre. Were your customers in those large cities in the 
East, such as New York, Baltimore, Philadelphia, and Washington, 
did they include chainstore accounts ? 

Mr. Avercu. Yes, sir. 

Mr. MacIntyre. The large national chains? 

Mr. AvercH. Yes, sir. 

Mr. MacInryre. There has been considerable testimony before the 
committee in the last day or so of hearings to the effect that the 
chainstore accounts did not make payments as promptly as did some 
other smaller accounts, and certainly not within the 24-hour period 
that the cattle had to be paid for on the stock exchange here. 

Mr. Avercu. That is correct. 

Mr. MacIntyre. Will you please inform the committee about your 
experience in that regard ? 

Mr. Avercu. When you send a car sight draft you automatically 
get your money from the banks as soon as you put in the sight draft. 
That is on jobbers. And on chainstores, that is an open account, which 
takes from 10 to 14 days. 

Mr. MacIntyre. That is paid, then, to you by the headquarters of 
the national chain ? 

Mr. Avercu. Yes, sir. 

Mr. MacIntyre. And that is very unusual, isn’t it? 

Mr. Avercu. No, that is generally—from 10 to 14 days on all the 
chains practically. 

Mr. MacInrryre. On the chains. But that is different from your 
other accounts. You say you get that immediately. 

Mr. Avercu. The bank gives us the money, and they have a sight 
draft, and the railroad guarantees that. 

Mr. MacInryre. Have you made any representations to the chains 
about this slow pay ? 

Mr. Avercu. Well, if it gets too much behind, we phone them and 
they send it in pretty quick. 

Mr. MacIntyre. You have called, though, a number of times to 
hurry up the payments? 

Mr. Avercu. No, not too much. 

Mr. MacIntyre. You furnish the money to carry these accounts 
during this period of time of slow pay ? 

Mr. Avercu. We do, yes, and we borrow on it. 

Mr. MacIntyre. Borrow it from the banks ? 

Mr. Avercu. Yes. 

Mr. MacIntyre. And pay interest on the money ? 

Mr. Avercn. Yes, sir. 

Mr. MacIntyre. And that is an added cost to your operation, of 
course ? 

Mr. Avercu. Toa certain extent; yes, sir. 

Mr. MacInryre. There has been considerable testimony here about 
certain pricing practices on the purchase of carcasses by Safeway. 

Are you acquainted with the pricing practices of Safeway in this 
market on the purchase of carcasses ? 

Mr. Avercu. Well, you submit your price to them, and if you are 

not satisfied with the market, you just don’t take it, that is all. 
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Mr. Avery. Will you repeat that, sir? I didn’t quite follow you 
there. 

Mr. Avercu. Well, they say, “We can use 100 or 200 cattle.” 

Mr. Avery. And you submit your bid to their specifications? 

Mr. Avercu. That is right. 

Mr. Avery. And they accept or reject / 

Mr. Avercu. Right. 

Mr. MacInvryre. And it is your experience that you find in the mean- 
time perhaps they have secured bids from a number of other pros- 
pective suppliers / 

Mr. Avercu. I imagine; yes, sir. 

Mr. MacIntyre. And as would be expected, the order goes to the one 
that submitted the lowest of private secret bid to Safeway in most 
instances, you think ? 

Mr. Avercn. To a certain extent. Sometimes there is a little trad- 
ing going on, but not too much. 

Mr. MacIntyre. But that is before the negotiation ? 

Mr. Avercu. Yes, it is. 

Mr. MacIntyre. No public market involved in that? 

Mr. Avercu. No, sir. 

Mr. MacInryre. Would you agree with some of the previous wit- 
nesses to the effect that that is an unwholesome practice on the 
market ? 

Mr. Avercn. I don’t quite get your “unwholesome.” 

Mr. MacIntyre. Some of the previous witnesses have stated that 
they believe this technique of pricing by Safeway had a depressing 
effect on the prices that were being paid in the market. 

Mr. Avercu. I don’t believe so. 

Mr. MacInryre. What is your view on that? 

Mr. Avercu. I think—they always seem to me they are pretty fair. 
All chainstores are trying to be fair with the buying operations of 
any plant. 

Mr. MacIntyre. Have any of them advanced any money to you, 
as forward payments on purchases ? 

Mr. Avercn. Not that I can recall. 

Mr. MacIntyre. Now, let us turn to your supply side. Where do 
you purchase the cattle that you slaughter at Capitol Packing Co. ? 

Mr. Avercu. All over the country. 

Mr. MacIntyre. But do you have any particular supply, any par- 
ticular source from which you secure a substantial part of the total ? 

Mr. Avercu. From northern Colorado, sometimes we get them as 
far as Omaha, Sioux City, Utah—any place that we can buy them. 

Mr. MacInryre. Isn’t it a fact that you purchased upward of 30,000 
head of steers from the Monfort feedlots during 1958 ? 

Mr. Avercn. That is possible, yes, sir. 

Mr. MacInryre. Well, that would be a substantial part of your 
total kill at Capitol Packing, wouldn’t it ? 

Mr. Avercu. It is pretty substantial, yes, sir. 

Mr. MacInryre. Is there any connection, other than the matter of 
seller and buyer, in the purchase of this cattle from Mon fort ? 

Mr. Avercu. No, sir. There was at one point, through a commis- 
sion firm, and they wanted to save the little commission ths at they were 
paying, and we are doing business now for I don’t know how many 
years direct. 
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Mr. MacIntyre. Well, will you go back and explain how it was 
being done through this commission ? 

Mr. Avercu. I didn’t get that. 

Mr. Monrorr. I feel that Dave misunderstood that question. 
Would you restate the question again for him ? 

Mr. MacIntyre. We asked you if there was any relationship be- 
tween you and Monfort other than that of buyer and seller, and you 
said at one point there was. 

Mr. Avercu. Oh, no, there was never. 

Mr. MacIntyre. There never has been ? 

Mr. Avercu. No. 

Mr. MacIntyre. What are the terms and conditions under which 
you buy from Monfort ? 

Mr. Avercn. They call me or I call them, what they have to sell, and 
we agree on a price. 

Mr. MacIntyre. Prices are negotiated privately between you and 
Monfort ? 

Mr. Avercu. That is correct. 

Mr. MacInryre. And applicable on weights at the scales at Mon- 
fort ? 

Mr. Avercu. They weigh them themselves and ship them in to us. 

Mr. MacInryre. How far is the Monfort feedlot from your packing 
plant ? 

Mr. Avercu. About 55 miles. 

Mr. MacIntyre. And the transportation is borne by you? 

Mr. Avercu. No, sir. 

Mr. MacIntyre. Monfort delivers them to your packing plant ? 

Mr. Avercu. Yes, sir. 

Mr. MacIntyre. And pays all transportation costs and insurance ? 

Mr. Avercu. Yes, sir. 

Mr. MacInryre. And any damages or accidents en route are borne 
by Monfort ? 

Mr. Avercu. That is correct. 

Mr. MacIntyre. And the weights, then, apply at your plant ? 

Mr. Avercu. They weigh them at their feedlot. 

Mr. Macinryre. What about shrinkage en route? Who bears 
that ? 

Mr. Avercu. We buy them with 4 percent shrinkage. 

Mr. MacInryre. That is a pencil shrink, irrespective of what the 
facts are? 

Mr. Avercu. That is correct. 

Mr. MacIntyre. Mr. Monfort, how long have you been operating 
the Monfort feedlots ? 

Mr. Monrorr. It has been incorporated for about 12 years. We 
have fed cattle there for about 38 years. 

Mr. MacIntyre. Would you show the witness photograph No. 3, 
Mr. Robertson, and ask him if that is a photograph of his feedlot at 
Monfort? Is that photograph, marked “Photograph No. 3,” a photo- 
graph of your Monfort feedlot ? 

Mr. Monrorr. No, it is not. I don’t believe it is. I will give you 
one that is. I have one in my pocket. 

Mr. MacIntyre. Show him No. 2. I am sorry, I think we handed 
you the wrong one. 
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Mr. Monrort. Yes, this is it. 

Mr. MacIntyre. That isthe one marked “No. 2”? 

Mr. Monrort. Yes. 

Mr. MacIntyre. What is the capacity of that feedlot, Mr. Monfort? 
About 40,000 head ? 

Mr. Monrorr. We are feeding now about 30,000 all the time. Our 
total capacity through the year is around 60,000. 

Mr. MacIntyre. Through a year’s operation ? 

Mr. Monrorr. Yes, sir. 

Mr. MacIntyre. From your experience there in these long years of 
operating, what is your daily mortality of cattle when you are running 
30,000 or “40 000 head ? 

Mr. Monrorr. You mean death loss? Out of 60,000 cattle, we will 
lose roughly 1 percent. 

Mr. MacIntyre. Where do you secure your feed for handling such 
a large amount of cattle in that particular location ? 

Mr. Monrorr. We get most of our alfalfa around locally. We get 
our corn silage during the season that we are feeding corn silage 
locally. Our corn comes mostly from Nebraska. Our dried-beet pulp, 
when we are feeding it, we get from the sugar factories adjacent. 

Mr. MacIntyre. And the silage you buy locally around there, do 
you buy that on the stand or in your pits? 

Mr. Monrort. We have a kind of unique deal on that. We tell the 
farmer in the spring what we will give for silage, and we buy it; we 
tell him how much we will give a ton for it, green weight. We cut 
it—we furnish the seed, he raises the silage, and we do the harvesting. 
We have the machinery, and we do a better job than we can get the 
farmers to do because we are experienced at it. And when we start 
cutting, we start about the first of September; we run night and day 
for about 21 days. And we take that—we weigh ev erything over our 

scale and take it to the pit. The pit is shown in this picture. And 
that is where we get it. 

Mr. MacInryre. And the last silage you bought on the stand, what 
did you pay for it per ton ¢ 

Mr. Monrorr. Our contract price was $4.50 a ton. And we fur- 
nished the seed and do all the harvesting. 

Mr. MacIntyre. The farmer furnishes the land ? 

Mr. Monrort. That is right. 

Mr. MacIntyre. He does the preparation of the land and the plant- 
ing of it? 

Mr. Monrorr. That is right. 

Mr. MacIntyre. And he is, of course, responsible for maintaining 
the fertility of his soil ? 

Mr. Monrort. That is right. 

Mr. MacInryre. Fertilizer or anything else required, he furnishes? 

Mr. Monrort. Yes. We do this for them with the fertilizer: We 
will buy a large quantity, if they want some, or we will make a deal 
with the fertilizer company that we will finance the deal in some way 
or other for the fellow, and he can pay us for the fertilizer when he 
gets the harvest in. 

Mr. MacInryre. And whatever that costs, that then comes out of 
your total contract price with him for the silage? 


43519—60—pt. 312 
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Mr. Monrorr. Asa rule, he doesn’t. He usually pays the fertilizer 
company. 

Mr. MacIntyre. But in the event he doesn’t 

Mr. Monrorr. That is right. We, in fact, guarantee the fertilizer 
company. 

Mr. MacIntyre. Now, it has been testified here by a rancher-farmer 


that it would require 700 or more 160-acre farms to supply your lot 
with silage ? 


Mr. Monrorr. What is that again ? 

Mr. MacInryr . About 750 farms, of 160 acres. 

Mr. Monrorr. I don’t i how he got that. I will tell you how 
many acres we had last year. We had about 1,998 contracted. I don’t 
know how he got that Rect. 

Mr. MacIntyre. I believe it was derived by taking something like 
20 or 30 acres of corn silage per farm. 

Mr. Monrort. With 700 farms, that would be—— 

Mr. MacInryre. That would be almost 2,000 acres, and you said 
about 1,900. 

Mr. Monrorr. 1,998. No, 17 times 2—700 times 2 would be 1,400. 
You are way off. That would be 140,000. 

Mr. Avery. I believe, Mr. Counsel, we are all saying about the same 
thing. I didn’t hear the testimony, but as I understood it, it was 
about 750 farms, with an average of 30 acres apiece on a farm. 

Mr. Monrorr. No, you would get 18,000 that way. Seven hundred 
farms with 3 acres would give you 2,100 acres. No, I think we actu- 
ally had about 150 farmers raising for us. 

Mr. MacIntyre. About 150 contracting with you for furnishing 
your silage ? 

Mr. Monrort. I think probably that. I don’t know for sure. 

Mr. MacIntyre. What does that yield the farmer per acre? This 
figure? 

Mr. Monrort. This year wasa rather poor corn year. Our average 
was about 24 tons per acre. 

Mr. MacInryre. That would be approximately $100 an acre? 

Mr. Monrorr, A little over $100 an acre. And—I just thought you 
might ask some aioli like that. SolIcame prepared inaway. We 
are » buying also a good deal of corn off of the farmers. We are ‘buying 
quite a little shelled corn off the farmers on a market price as of today, 
and we just recently had two farmers complete delivering their shelled 
corn to us, and their return per acre—one farmer was $80 for the shell 
corn, and the other was $76.37. These are his own figures. And in 
this, mind you, he had to supply the seed and he had to supply the 
picking, this picking costs around $16 to $20 an acre. We took care 
of all that in our silage. A good many of the fellows told us that the 
corn crop this year is ‘about the best crop they have had. 

Mr. Mac Inryre. And that shell corn was bought at what price per 
bushel ? 


Mr. Monrort. at would be about 97 cents a bushel. 

Mr. MacInryre. Shelled? 

Mr. Monrorr. No, that is wrong. Two dollars a hundred is 2 cents 
a pound, is$1.12. Sotake3 cents off—it would be about $1.09 a bushel. 
The support price on corn in this area is about $1.14. 
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Mr. MacIntyre. So you bought it at slightly below the support 
price? 
Mr. Monrorr. That is right. 
Mr. MacInryre. I have no further questions of Mr. Averch. And 
I will state for the record that one of the reasons I want to refrain 
from going into the practices utilized is that he, as one of the previous 
witnesses, is a defendant in a Government case, Packers and Stock- 
yards case (No. 2441), which was instituted 1 in August of this year, 
charging the use of unfair practices in the controlling of prices in the 
sale of livestock. So I believe that we should refrain from question- 
ing him about that, because that is in litigation. 
Mr. Roosrvetr. Mr. Averch, due to the fact you don’t have counsel 
here, I assume you have also denied the charges. 

Mr. Zartenco. Yes, I should state we have also denied all those 

charges. 

Mr. Roosrvettr. Mr. Avery, do you have any questions? 

Mr. Avery. No—not any directly bearing on the record. 

Mr. Monfort, didn’t you previously ship your cattle to Kansas 
City ¢ 

Mr. Monrorr. We ship all over the country. 

Mr. Avery. Youstill do? 

Mr. Monrorr. Yes. 

Mr. Avery. Wasn't your feeding operation originally mostly a 
beet pulp feeding operation 

Mr. Monrorr. No, we never did much of that. 

Mr. Avery. Well, I have seen your cattle in Kansas City. I wish 
I had some like them. 

Mr. Monrorr. We have fed very little pulp over the period of time. 

Mr. Avery. That is all, Mr. Chairman. 

Mr. Roosrvetr. Mr. Brown ? 

Mr. Brown. No questions. 

Mr. Roosevetr. Gentlemen, we want to thank you very sincerely 
for giving your cooperation to the committee, and you will be excused 
from your subpena at this point. 

Are Mr. Wood and Mr. Blamey present ? 

If you would come forward at this time, I will just swear you, and 
then we will adjourn for lunch and come back after lunch. 

Mr. Wood and Mr. Blamey, would you raise your right hands? 
Do you solemnly swear that the testimony you shall give ‘before this 
committee shall be the truth, the whole truth, and nothing but the 
truth, so help you God ¢ 

Mr. Woon. I do. 

Mr. Buamey. I do. 

Mr. Roosevetr. I presume you are accompanied by counsel ? 

Mr. Giurinan. Mr. Gilfillan, and this is Mr. Aitken, from Lincoln, 
Nebr., who has been connected with the company meat operations 
in the West. 

Mr. Roosrvetr. Will you be here as a witness ? 

Mr. Arrxen. As counsel only. 

Mr. Roosrvetr. Thank you very much, gentlemen. We will recon- 
vene at 2 o'clock, if that is agreeable to you. The committee will 

stand in recess until 2 o’clock. 
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(Whereupon, at 1 p.m., the subcommittee recessed until 2 p.m. of 
the same day.) 
AFTERNOON SESSION 


Mr. Roosrvett. The committee will come to order, please. 

The committee has before it at this time Mr. Wood and Mr. Blamey 
of American Stores. Gentlemen, I am going to ask you to forbear 
for 1 minute. The committee has asked Mr. Pexton whether he would 
submit certain information briefly to the committee, and if you would 
excuse us, I will ask Mr. Pexton to come forward and give that to the 
committee first. 


FURTHER TESTIMONY OF L. M. PEXTON, CHAIRMAN, BOARD OF 
DENVER UNION STOCKYARDS, DENVER, COLO. 


Mr. Pextron. Mr. Chairman, it was stated that in the event the Sec- 
retary of Agriculture should prohibit any direct marketing, that our 
facilities would not permit the handling of it. 

Our capacity at one time is 35,000 ‘cattle at the Denver Terminal 
Market, and we have often had that m: uny. So assuming a slaughter 
in our territory of 1 million a year, that is an average of 20 000 per 
week. Assuming a 5-day mi arket, that is only 4,000 head per day. 
We have often handled up to 12,000 head per day. We, of course, 
would not recommend any 20,000 on 1 particular day, and it would 
not be good for the business, and we would do our utmost to prohibit 
that. 

On the other hand, if the business should develop that there is more 
demand, we will be glad to build the facilities. 

Now, either from a capacity standpoint or the ability of buyers to 
look, I can assure the committee we can handle any volume as might 
be offered. And that, of course, is part of our business. 

The question by Congressman Avery, as to our percentage of true 
farmer feeder cattle and commercial cattle, we have made a rapid 
check on that, we have tested on Monday as to the division of per- 
centage, and assume that the same percentage would go the remainder 
of the week, which it would. About 80 percent of our present arrivals 
are true farmer feeder cattle, 20 percent commercial feedlots. 

Thank you, sir. 

Mr. Roosrverr. Thank you, Mr. Pexton. 

May the record show Mr. Wood and Mr. Blamey are here under sub- 
pena. If either of you gentlemen have a preliminary statement you 
should wish to make, we would be glad to hear from you. Otherwise, 
we will proceed with questions from counsel. 

Mr. MacIntyre. Mr. Chairman, before the witnesses proceed, I 
would like for the record to show that they are not only here under 
subpena, but they were requested to bring with them certain informa- 
tion, statistics on the operations of their company, and I would like to 
read what that request is, if I may, so that the record would show 
what they are asked to present. 

Mr. Roosrvetr. Counsel will read the request. 

Mr. MacIntyre. A statement showing the total number separately 
of steers, heifers, calves, sheep, and swine bought for and on behalf 
of your company—and in the case of Mr. Wood, it is in the Lincoln, 
Nebr., area—during 1958 and for each month through September 1959. 
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And to be prepared to testify about the terms and conditions relat- 
ing to these purchases. And for Mr. Blamey, it related to the pur- 
chases in and around the Pueblo plant. 

If the witnesses now have that data and the statements to be pre- 
sented in connection with that, Mr. Chairman, I request that they 
proceed. 

Mr. Roosevett. If you have that in convenient form, would you 
hand it to Mr. Robertson, and he will present it. 

Mr. Woop. In response to the direction of the committee, it was to 
bring a written statement showing the percentage of the cattle pur- 
chased by the company from sellers at country points, feedlot oper- 
ators, stockyards in the area. I present the statement requested. 
There has been combined in column 6 of this statement the purchases 
from sellers at country points and from feedlot operators. I was 
not quite certain of the committee’s definition of what constitutes a 
feedlot operator as intended by this committee. 

If it means an operator of a feedlot who carries on a commercial 
feedlot with the principal cattle on feed being owned by others than 
the operator of the lot, we buy very few if any cattle from such a 
commercial lot. 

Mr. Roosevett. Will you hand that to Mr. Robertson, please? 

Gentlemen, do you have any further statements you wish to 
make ? 

Mr. Arrken. Not Mr. Wood, Mr. Chairman. May we defer Mr. 
Blamey’s statement until he is prepared to testify at your request, 
or would you desire it now ? 

Mr. MacIntyre. I believe now. 

Mr. Arrxen. All right. 

Mr. Roosrvett. May we have it now, please, because I think our 
questions may be not necessarily directed all the time to one witness. 

Mr. Buamey. I have a statement comparable to the statement that 
you requested from Lincoln, and it is for the purchase of cattle in 
the Pueblo area. It combines the sellers at country points and feed- 
lot operators, and also includes stockyards in the area. 

We are presenting this statement, as you requested, but we have 
combined in columns 8 and 4 of the Pueblo statement the purchase of 
some sellers at country points and from feedlot operators. We were 
not certain of the committee’s definition of what constituted a feed- 
lot operator as intended by the committee. 

If this means an operator of a feedlot who carries on a commercial 
feedlot with the principal cattle on feed being owned by others than 
the owners or the operator of the lot, then approximately 75 percent 
of the cattle shown in columns 3 and 4 on our report are purchased 
from such feedlot operators. 

Now, on the Pueblo report, in addition to the cattle are the num- 
bers of lambs bought and slaughtered by the Pueblo operation in the 
past year. Similarly, very few lambs are purchased from feedlot 
operators as defined. These are included in column 8, along with our 
country buying. 

Mr. Roosevett. Thank you, Mr. Blamey. 

Mr. Biamey. While I am making a statement, and with the per- 
mission of the committee, there are some things that I would like to 
say here at this time. They have to do first with reference to the 
packers and stockyards administration. 
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There was something said here yesterday relative to their lack of 
concern on the part of operators in this country and the like. 1 was 
singled out individually, or my company was singled out individually, 
for some type of examination. 

We have had the packers and stockyards representatives in our 
plant on a number of occasions. They requested permission to come 
mto the plant in 1958, and they spent about 10 days in our plant, went 
all over all of our records, all of our purchases ‘of livestock and the 
like, I think, from August, 1957, up to and including February 1, 1958. 

They later came back into the plant. They requested permission 
to come into the plant and to interview some of the employees. We 
told them we would be happy to meet with them during these inter- 
views, and they said they were not interviews, they wished to get 
statements. 

We said if we felt like they cared to take statements from our em- 
ployees, then we would have to receive permission from our offices 
in Philadelphia, Pa. This was granted, and they came into the plant 
and in connection with that, I have a statement of our livestock pro- 
curement officer at that time, Mr. W. Robert Wilson that I would like 
to read into the record with your permission. 

Mr. Rooseveur. You may proceed, sir. 

Mr. Biamey (reading) : 


My name is W. R. Wilson. I was head livestock procurement officer for the 
Lincoln Packing Co. of Pueblo, Colo. I am now superintendent of the plant. 
We can slaughter a maximum of about 480 head per day— 


that is under Government supervision. I will add that much to it— 


but we will average approximately 264 head per day. 

I was in charge of the activities of five other buyers who are buying cattle 
for the Lincoln Packing Co. They are: 

William Miller who operates generally in northern Colorado; Frank Graves 
who is generally in the Arkansas Valley; Dick Roberts who can operate wherever 
needed; Walter Swearingen who generally buys in the eastern part of Colorado 
and western Kansas; Ray Williams who buys on order mostly at the Denver 
Union Stockyards. 

We get some of our supplies at such markets as Kansas City, Sioux City, Den- 
ver, and as far west as Idaho. We have no set area for our supply. We obtain 
the cattle wherever and whenever they are offered for sale. We buy the bulk 
of our supplies direct in the country. We are most interested in establishing a 
source of supply that will be of the right weight and dress out and grade the 
right quality of carcass that our customers demand. 


At aretail level, we mean. 
9 


In general our carcass specifications are governed by our consumers demands. 

We like a carcass that will yield 60 percent and weigh about 550 pounds to 
650 pounds on the rail and grade Choice or its equivalent of our Lancaster brand. 
We have found in general that heavier carcasses from 650 pounds on up to 700 
pounds will usually sell for about $2 per hundredweight less. 

We ship about 100 percent of our slaughtered carcasses to our stores in the 
East. They will usually tell us toward the end of each week what their 
demand will be for the following week. We operate as an independent unit out 
here and they do not give us instructions as to the price we will pay for our 
supply. We take into consideration all factors such as wholesale dressed trade, 
current market prices, current available supply, and so forth, when we determine 
our price to be paid for live cattle. Our suppliers have a good idea as to what 
price his particular type of cattle will bring and we have to make our offers 
competitively to be able to buy them. The prices we pay in the country are 
usually balanced off based on supply and demand. 

When we buy in the country the conditions of each and every sale are de- 
termined at the time of sale. In some cases, the seller will guarantee against 











an 
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slunks, condemnations. If they don’t guarantee and we know there will be 
slunks we have to drop our price and buy accordingly. Many of the reputation 
feeders will guarantee because they are responsive to the type of product we 
want. 

On condemnations, etc., we weight the carcass and bill the feeder for the 
amount due— 


if it is understood at the time of purchase that this was to be done. 


We do not like to buy on a guaranteed yield because it is too hard to control 
the quality of the carcass. 


In order to back up any condemnation we have a slip given by the 
inspector who is a veterinarian in charge which explains the reason 
there was a condemnation. 


We buy most of our cattle with a 4 percent shrink or its equivalent. If 
eattle are weighed on truck it is generally 4 percent. If the cattle are hauled 
and weighed off truck it is usually 3 percent depending on the length of haul. 
We have some feeders in the Arkansas Valley who haul direct to our plant and 
the off-truck shrink will vary from 1 to 3 percent. 

Generally in the summertime we like to weigh around 6:30 a.m. In the 
winter we sometimes weigh around 7:30 a.m. We would prefer the 4 percent 
shrink or its equivalent rather than shrinking pricewise at the time of purchase. 
All slunks, condemnations, ete., are weighed on the killing floor. This gives us 
an accurate weight to be used in billing our suppliers. 

We own no feedlots of our own but we do have cattle out on feeding con- 
tracts. We try to have enough on feed to supply about a day’s kill. Over the 
6 months preceding March 26, 1959, we have had approximately 4,500 head on 
feed. 


That is not too much different from what we have at the present 
time. 


We had cattle on feed at the Brookover feedlot at Garden City, Kans.; 
the Everett Marshall feedlot at La Junta, Colo., and the Las Animas area feed- 
lots. Wecontract for fat cattle for a few days to about a week in advance of our 
kill. 

We buy most of our cattle in the country because we are able to obtain a 
more even supply than at terminal markets. In general the man who produces 
the type of product we want and stands behind his product is in a better posi- 
tion to sell to us again than is the man who does not produce or stand behind his 
product. 


We usually have about a 24-hour period from the time the eattle are slaugh- 
tered until they are loaded out for shipment. We shrink our carcasses 
2.5 percent from hot weight to cold weight when we figure our dressing percent. 

That is an actual Government figure that was advanced and pro- 
mulgated by both the industry and the Government during the OPA 
and the OPS days. This is an accepted and standard procedure among 
slaughterers. 

I do not have a written statement relative to lambs. The lambs are 
shown on column 8 in the sheet I have furnished to you people. But 
I can say that in a 12-month period we would buy lambs in nine 
Western States—we would buy lambs in California, Idaho, Washing- 
ton, Oregon, Utah, Montana, come on down—in Utah—we bought 
lambs in Arizona. We buy lambs in Texas, we buy lambs in Nebraska, 
Kansas, Colorado. And we have bought lambs back in Missouri, but 
not in recent years. 

But in a period of 12 calendar months we will trade in lambs in 
about nine Western States. 

We own no lambs on feed. We do not own any feedlots or feed any 
lambs. 
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There is one other thing mentioned in connection here with these 
so-called shrinks. There is a little bit of a feeling that perhaps pur- 
chasers of cattle are responsible for the so-called shrink. 

I have three market news sheets out of the Livestock Division of the 
U.S. Department of Agriculture. One of them was written in San 
Francisco, Calif., another one was written in San Francisco, Calif.— 
I guess they all are. They were just picked up at random—October 
30, November 6, and November 13. 

The matter of shrinks on the purchase of cattle at country points 
runs from 3 to 5 percent, 4 percent in most instances, where cattle 
are weighed that way. When cattle are trucked any distance and 
taken off, they show that they are weighed with a little less. This 
includes Denver in this territory, Colorado, Kansas, Nebraska, south- 
ern Wyoming. 

It mentions shrink on most feedlot cattle sale, 4 percent in country 
weighing points. Also some short haul, 3 percent shrink, or delivered 
to and weighed at Denver. Prices on above sales vary. 

Some net to feeders, others subject to various marketing expenses, 
including transportation, yardage, and commission, such as was men- 
tioned here earlier today. 

Mr. Roosevett. That report is the report of what the actual cus- 
toms are; is that correct ? 

Mr. Bramey. That is right. It is the report of actual observations 
in the areas these days. 

Mr. Roosevetr. But your testimony in the letter that you read 
pointed out that in certain instances where the producer does the 
actual trucking, that your experience, as testified to, through that let- 
ter, actually came out about 3 percent. 

Mr. Buiamey. It would in some instances. 

Mr. Roosevett. Whereas the £ percent pencil shrinkage is the usual 
or average charge; is that correct ! 

Mr. Biamey. Beg pardon? 

Mr. Roosrverr. The usual or average amount allowed is 4 percent. 

Mr. Biamey. That is in feedlots, and at country points. That is 
where the cattle are driven right out of the lot, when they have been 
on full feed, or loaded onto a truck and the truck moves over the feed- 
lot operator’s scales. 

Mr. Roosevett. But where it is done directly by the producer, and 
he undertakes the burden of the shipment, it actually comes out only 
3 percent. Sothere is a 1-percent difference. 

Mr. Briamey. Well, the 1 percent is not too hard to figure, because 
it generally accounts for ingestion and the like, that animals will lose 
immediately after being loaded and the like. So it averages about 
3 percent. 

Mr. Arrxen. Mr. Chairman, may I hand up the bulletins as part of 
the record? 

Mr. Rooseverr. The bulletins will be put in the files of the com- 
mittee. 

Mr. Blamey, is that all you wanted to say at this time? 

Mr. Buamey. Yes, sir. 

Mr. Roosevetr. Mr. MacIntyre, will you proceed ? 

Mr. MacIntyre. Mr. Chairman, I would like to ask that at this time 
the two tabulations presented by these two witnesses, one showing the 
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purchases of livestock at the Pueblo, Colo., plant of American Stores, 
g the purchases at the packing plant at Lincoln, 
tores, be received as part of the testimony of these 


Mr. Roosevett. Without objection, it is so ordered. 
(The tabulations referred to are as follows :) 
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Mr. MacInryre. Mr. Blamey, I would like to ask you to restate the 
definition of “feedlot” that you utilized in the preparation of these 
charts. 

Mr. Buamery. We think of a feedlot as being the operator of a lot 
who carries on a commercial feedlot with the principal rattle and feed 
being owned by others than the operator of the lot. 

Mr. MacInryre. So, under that definition, the column 8 in your 

tabulation, the one under the caption “C ountry Buying” would in- 
clude your purchases of cattle from all feeders of cattle. 

Mr. Buamey. I believe that that column 8 refers to lambs in Pueblo. 

Mr. Roosrve.r. Yes, it would be under column 3. 

Mr. MaciInryre. Columns 3 and 4. 

Mr. Buamey. Yes. 

Mr. MacInvryre. So that would include all of the buying of heifers 
and steers that you bought off of the Denver market ? 

Mr. Buamey. Well, I think that in the Pueblo area—wait a min- 
ute now while I refer to this—it is three and four—country sales, yes. 

Mr. MacIntyre. So under your definition of feedlot, what you 
have shown under columns 3 and 4 for country buying includes all 
of your buying except what you bought on the Denver stockyard. 

Mr. Buamey. That is correct. 

Mr. Rooseverr. Which amounted only to 2.43 of your purchases. 
That is percent. 

Mr. Buamey. It amounts to 91 percent. 

Mr. Roosrevetr. I mean from the Denver stockyards. You bought 
no steers from the Denver stockyards, and you bought only 2.43, 
according to these figures under column 5, of your purchases from 
the Denver stockyards. 

Mr. Buamey. I think that is 9 months ending October 1. 

Mr. Roosevevr. That is right—for the first 9 months of the year. 

Mr. Bramey. And the top 1s the year of 1958. 

Mr. Roosevetr. And for 1958, it was 3.58, correct ? 

Mr. Buiamey. Yes, sir. 

Mr. MacInryre. About 334 percent of your purchases were made 
on the Denver stockyards. 

Mr. Buamey. Yes, sir. 

Mr. MacIntyre. All other at country points? 

Mr. Biamey. Yes, sir. 

Mr. MacInryre. And as you have already testified, they were pur. 
chased on the basis of negotiated prices between you and the seller? 

Mr. Buamey. Yes, sir. 

Mr. MacIntyre. And in accordance with the terms that you have 
detailed. 

Mr. Briamey. Yes 
ment. 

Mr. MacIntyre. Well, will you explain that? 

Mr. Buamey. W ell, it would have to do with the date of delivery 
and things of that nature. 

Mr. Roosevetr. You mean that each individual contract stands on 
its own ? 

Mr. Biamey. Yes. 

Mr. MacIntyre. And in that connection would be those in which 
your company would be required in some instances to pay for shrink- 
age? 
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Mr. Buamey. Yes. 
Mr. MacInryre. And you have told us in those instances the 
shrinkage that you would bear would be from 1 to 3 percent, pencil 
shrink ¢ 

Mr. Buamey. No, I did not state that. 

Mr. MacIntyre. Well, will you explain what you meant by that? 

Mr. Buamey. I said that the shrinks on some of the cattle we ‘bought 
would run from 1 to 3 percent. 

Mr. MacInryre. But the pencil shrink to which you applied your 
terms and conditions was 4 percent. 

Mr. Buamey. Yes. 

Mr. MacInryre. Whatever the difference between 1 and 3 percent 
as a matter of fact and the 4 percent terms and conditions applying 
was a matter of reducing the cost to you; is that correct ? 

Mr. Biamey. I think it is a matter of sense in arriving at what is 
the meat that hangs on the hook. I have nothing to do with the fills 
and the manure. They are of no use to me. 

Mr. Roosevett. Wouldn’t it be fair to say, Mr. Blamey, that the 
agreed-upon shrinkage, and the pencil shrinkage, is set at 4 percent ? 
You don’t negotiate that. It is set at 4 percent; is that correct? 

Mr. Biamey. I do not think it is set at 4+ percent. 

Mr. Roosrvetr. Well, do you vary it? Do you ever only ask for 
3 percent ¢ 

Mr. Biamey. No, we might make it 5. 

Mr. Roosevetr. In other words, it does vary between 3 and 5. 

Mr. Bramey. It could. 

Mr. Roosevetr. According to the judgment of your buyer. 

Mr. Bramey. And the condition of the animal, and one of the con- 
ditions of the animal that prompts shrinkage in excess of 

Mr. Roosevetr. The minimum would be 3 and the maximum would 
be 5; is that correct ? 

Mr. Biamey. Well, the minimum might be 1, depending on location 
in your country some places. We have people in the Arkansas Valley, 
at Pueblo, Colo., who live up to 20 to 30 miles from the plant. 

Mr. Rooseveir. At what distance would you arrive at a 3-percent 
figure / 

Mr. Biramey. Up to 10, 12 miles outside. 

Mr. Roosevetr. And anything over 10 or 12 miles would automati- 
cally be at least 3 percent. 

Mr. Bramey. No. It goes down as the aistance from the plant in- 
creases—if they deliv ered to the plant. 

Mr. Roosevetr. If they deliver to the plant. 

Mr. Bramey. If they or we deliver to the plant. We might buy 
them in the country and say it would be the equivalent of a Pueblo 
delivery. 

Mr. Avery. It is further away, that is the important thing. 

Mr. Buamey. That is it. 

Mr. Avery. It is where they are weighed. 

Mr. Bramey. That is it. 

Mr. Roosrve.t. Suppose they are weighed 50 miles away from the 
plant. What would be the limits w ithin which the pencil shrinkage 
would be set? 

Mr. Biamey. I would say about 3 percent. 
Mr. Roosevetr. The limits between 3 and what? 
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Mr. Biamey. Two and three—just three. We don’t try to vary the 
limits. 

Mr. Roosrvett. In other words, then, what I am getting at is that 
normally it is automatically 3? 

Mr. Biamey. That has always been more or less an accepted proce- 
dure, except in recent years where your transportation has changed 
things and they can drive trucks up to a man’s backyard, run 30 or 40 
cattle on, and then go across the scales in his yard, or they drive 2 
or 3 miles to one of the towns in the immediate vicinity and then they 
weigh the cattle, where they originally weighed the truck. Then 
they weigh the truck and the cattle. Then they will take 4, because in 
the truck is material that has come out of the cattle that is of no value 
to anybody. These are not arbitrary things on our part. These are 
agreed upon things between us and the seller. 

Mr. MacInryre. Mr. Blamey, how long have you been manager 
of the packing plant at Pueblo? 

Mr. Biamey. Well, for the record, the first thing I want to do is set 
straight that I am a graduate veterinarian, and my name is Dr. F. W. 
Blamey. I spent 23 years in the National Government. 

Mr. Roosevetr. Doctor, we apologize to you. 

Mr. Buamey. That is all right. Just get it straight for the record. 
I spent 23 years with the National Government in various capacities, 
until I resigned as inspector in charge of Butte, Mont., to come to work 
at Pueblo, Colo. Pueblo, Colo., happened to be a location I lived in at 
one time and I liked it. I came to work in September 1945 for the 
American Stores Co. I have been the plant manager for the last 10 

ears. 

Mr. MacIntyre. Well, Doctor, you have been buying cattle for the 
last 10 years for that plant. 

Mr. Biamey. Buyers do work under me. 

Mr. MacIntyre. But you have been responsible for the buying? 

Mr. Buamey. As the manager. 

Mr. MacInryre. Now, in that connection do you buy a considerable 
amount of your cattle from feedlot operators out at Sterling? 

Mr. Biamey. I would say we buy about 25 percent of the year there. 

Mr. MacIntyre. How far is that from your plant? 

Mr. Biamey. About 300 miles. We can come down a bypass today, 
due to improved conditions, which places us within 70 miles of Denver, 
out of Brush. 

Mr. MacIntyre. And one of the suppliers that you have had there 
was Mr. William Seckler? 

Mr. Buiamey. That is correct. 

Mr. MacIntyre. And one was Mr. John Lebsack ? 

Mr. Buiamey. That is correct. 

Mr. MacIntyre. Now, have you found any shortage of cattle in 
the Sterling area recently ? 

Mr. Buamey. No. 

Mr. MacIntyre. Then why did you bypass Sterling and move up 
to Lexington, Nebr., fairly recently to buy 600 head of heifers where 
the freight rate was 86 per hundred on the trucking? 

Mr. Buiamey. They made the cattle a few cents cheaper than the 
Sterling cattle. 


Mr. MacIntyre. You were able to negotiate better prices farther 
away ? 
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Mr. Buamey. Well recently there has been more cattle in the Mis- 
souri Valley than in this particular area. 

Mr. MacIntyre. How far is Lexington, Nebr., from your plant? 

Mr. Buiamey. I would say it is in the neighborhood of 400 miles. 

Mr. MacIntyre. Better than a hundred miles. It is farther away 
than Sterling? 

Mr. Buamey. I would say about that. 

Mr. MacIntyre. And you went that much farther away in order to 
get a better price on that occasion ? 

Mr. Buamey. Price and supply. 

Mr. MacIntyre. How recently was that purchase? 

Mr. Buamey. I just couldn’t recall. Actually 

Mr. Macintyre. Well, about how long ago? 

Mr. Buamey. Maybe in the last 2 weeks. 

Mr. MacIntyre. Well, Mr. Blamey, would you submit for the com- 
mittee the prices you paid in Nebraska, and, if you know them the 
prices available at the Sterling area ? 

Mr. Buramey. We can do that. 

Mr. Roosrvett. Thank you. 

Mr. MacIwryre. How far is Lexington, Nebr., from the Lincoln, 
Nebr., plant, Mr. Wood ? 

Mr. Woop. Possibly 150 to 200 miles. 

Mr. MacInryre. So in this instance that Dr. Blamey has just dis- 
cussed, American Stores had cattle bought within 150 miles of its 
Lincoln plant, shipped 400 miles to Pueblo, and slaughtered, instead 
of shipping it into the Lincoln plant. Can you explain why you did 
not want it at Lincoln ? 

Mr. Woop. No. Possibly I didn’t know they were for sale would 
be the reason. 

Mr. MacIntyre. Dr. Blamey raided your territory. 

Mr. Woop. Evidently so. 

Mr. MacIntyre. How long have you been manager of the packing 
plant of American Stores? 

Mr. Woop. I am not manager of the plant at Lincoln. 

Mr. MacIntyre. You area cattle buyer? 

Mr. Woop. Yes. 

Mr. MacIntyre. How long have you been in that position? 

Mr. Woop. With American Stores Co., since 1942. 

Mr. Roosrvetr. Mr. Wood, do you think it is reasonable that as a 
cattle buyer you would not know the availability of cattle that would 
come to Mr. Blamey’s attention, some 400 miles or 300 miles further 
away ? 

Mr. Woop. It would not be known to me. 

Mr. Roosrvett. Yes. 

Mr. Woop. Yes, it is possible it would not be. 

Mr. MacIntyre. Are the terms and conditions under which you buy 
cattle for American Stores at Lincoln essentially the same as those 
that Dr. Blamey buys for the plant in Colorado? 

Mr. Woop. They would vary somewhat. 

Mr. MacIntyre. Will you explain the variations? 

Mr. Woop. Well, we do not use what they call a pencil shrink in the 
country. Other than that, I do not see a lot of difference. 

Mr .MacInryre. In other words, they would be the same, except for 
the pencil shrink? 
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Mr. Woop. Yes. 

Mr. MacIntyre. What is the pencil shrink at Lincoln ? 

Mr. Woop. There isn’t any. 

Mr. MacIntyre. Will you explain why you are able to get by with- 
out pencil shrink at Lincoln ? 

Mr. Woop. Well, they are delivered under a little different condi- 
tion. We have a receiving point there that the cattle are delivered 
to and put on hay and w ater, such as stockyards, similar to that. And 
then they are weighed the following morning. They are paid for 
whatever they w eigh, without a shrink, without a pencil shrink. 

Mr. MacIntyre. So the weight is at Lincoln, then 4 

Mr. Woop. Yes—in our case. We take possession after they are 
weighed. We do not pay the transportation on them. They are de- 
livered to us. 

Mr. MacIntyre. This question is first to Dr. Blamey. How long 
after you purchase cattle do you make payment for it ? 

Mr. Bramey. Checks for the amount would leave our office the 
following afternoon, unless they were delivered on Friday, to be 
killed sometime Friday, and I believe those checks would be in the 
mail by Saturday at noon. We have never made any practice of de- 
laying. That is one of the cardinal principles of the company. We 
make payments within 24 hours for cattle. As a matter of fact, most 
of our cattle are paid for the minute they are received—they are paid 
by draft. 

If we take them from Seckler at Sterling, the minute the cattle pass 
the scale, and before the buyer leaves there, he goes into Seckler’s 
office and writes them a draft. 

Mr. MacIntyre. Of course, what we are talking about now is live 
cattle. 

Mr. Biamey. That is what I am talking about. 

Mr. MacIntyre. Mr. Wood, what about you at Lincoln? 

Mr. Woop. I would say paid for immediately or shortly after— 
within 12 to 24 hours, at least. 

Mr. Avery. Mr. Counsel, just for the record, I might say at this 
time, to point out one distinction between Mr. Wood’s operation and 
Mr. Blamey’s—Mr. Wood buys most of his cattle in the stockvards 
of Sioux City, Omaha, Sioux Falls, and St. Joseph, and under those 
conditions, of course, he would have to pay for them immediately. 
That would also take care of these other conditions of buying—he 
would be buying under the conditions of stockyards rather than on 
a negotiated des ul, as does Mr. Blamey. 

The figures are almost reverse. Mr. Wood buys about 80 percent 
of his cattle in the stockyards. 

Mr. MacIntyre. Those that you buy off the stockyards, are they 
under about the same terms and conditions as those purchased by 
Dr. Blamey ? 

Mr. Woop. With the difference I just pointed out, yes. They are 
delivered to us and weighed under different conditions, without a 
pencil shrink. 

Mr. MacInryre. And those not purchased on the stockyards are at 
prices negotiated by you and the seller ? 

Mr. Woop. Yes. 

Mr. MacInryre. They are not subject to the matter of competitive 
bidding in a public place ? 
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Mr. Woop. The country cattle ? 

Mr. MacIntyre. Yes. 

Mr. Woop. No, they are agreed upon between me and the owner of 
them. 

Mr. MacIntyre. Just a private deal. 

Mr. Woop. So to speak. 

Mr. MacIntyre. On a negotiated basis, 

Mr. Woop. Yes, sir. 

Mr. MacInryre. And I believe that Mr. Blamey has so stated as 
to all the cattle that he buys off of the market is at a negotiated price. 

Mr. Buamey. Yes, sir. 

Mr. Roosrverr. Are there any figures available for comparable 
prices paid by American Stores between the two plant operations 
which are used? In other words, the average price paid for over these 


9 months by Lincoln, Nebr., as against the prices paid by Pueblo, 
Colo., for comparable items ? 


Mr. Woop. Would there be? 

Mr. Roosevetr. Would the company have them available, or could 
they be made available to us? 

Mr. Gitrituan. I think we could get them. We do not have them 
readily available right now. 

Mr. Roosrver. Would that be very difficult for you to do? 

Mr. GiurittaNn. I am not familiar with their operations, so I do 
not know. Maybe these two gentlemen do. 

Mr. Roosrvetr. Let me ask each one of you gentlemen. How diffi- 
cult would it be, in your opinion, to give us the average price for the 
total during the 9 months of cattle purchase. 

Mr. Woop. I think that could be made available. 

Mr. Biamey. I know nothing about his prices, other than in sort of 
a general way. 

Mr. Roosrveir. I am not saying that you do. I would like to get 
your figures from you and Mr. W ood. 

Mr. Buamey. Yes. One thing I might add in connection with my 
buying is that I pay most of ‘the freight on our cattle bought 
northern Colorado. 

Mr. Roosrvetr. Well, any explanation that you would care to make, 
so that the committee can properly evaluate the figures which you 
submit, such as the difference—the fact that you pay the freight and 
you do not. You take title right at the point of acceptance, whereas 
he pays the freight. 

Mr. Gitrittan. For what period is that? 

Mr. Roostvett. For the 9 months submitted in these tables. 

Can you give me the reason, Mr. Wood, why you buy a larger per- 
centage of your purchases from the stockyards and not from the feed- 
lot operators ? 

Mr. Woop. Well, there are perhaps a number of reasons. There are 
more cattle available of our type in the Omaha market than there 
would be at his market, as compared to this market. 

Mr. Roosrvetr. The feedlot operators, in other words, do not have 
cattle available—they are available in the stockyard, is that 
answer? 

Mr. Woop. Most of the time they are, yes. 

Mr. Roosrvetr. Most of the time. 
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Mr. Woop. Yes. 

Mr. Roosrveur. Is there any reason you know of why this should be 
true in your area when it is not true in Mr. Blamey’s area ? 

Mr. Woop. Yes. There are more cattle on the public markets. 

Mr. Roosrevett. Why ? 

Mr. Woop. I don’t know. 

Mr. Roostvett. You don’t know why ? 

Mr. Woop. No. They are bigger markets. Biggest market in the 
world, Omaha is rated as. 

Mr. Roosevett. Yes. We have had testimony before this commit- 
tee that the public market, for instance, in San Francisco has ceased 
operation, the one in Los Angeles has been going downhill. Mr. Pex- 
ton testified that his operations have been considerably reduced. And 
yet here we find in your area seemingly a flourishing public market as 
against the feedlot operator. What I am trying to get at is to try to 
find out the reason for that. 

Mr. Woop. There is a possibility there are more cattle fed in that 
country. I donot know. 

Mr. Roosevett. Well, the people in the Denver area indicate that 
there is an excess of supply in this area. So that would not seem like 
a very good reason, would it ? 

Mr. Woop. Not to my knowledge, it would not. 

Mr. Roosrvett. May it not be that the buying practices of people 
like yourself are a little different—you are not buying from the feed- 
lot operator, so the cattle are going to the public market ? 

Mr. Woop. We buy some from feedlot operators. 

Mr. Roosrvetr. Yes. But the great bulk of what you buy is from 
the public market. And when you do buy, the cattle do flow into 
the public market. But where you do not buy on the market as in 
Mr. Blamey’s operation, then the public market seems to suffer. Is 
that an unreasonable assumption? 

Mr. Woop. Well, I don’t know as I can—we are not a large factor in 
the Omaha market, I would not say, compared to their total receipts. 

Mr. Roosrvert. Would you say in your market the other buyers 
pretty much follow the same practice as you do ? 

Mr. Woop. Some of them do and some of them do not. They are 
different operations that I am not familiar with. 

Mr. Roosrvert. Would you say the majority of the buyers, how- 
ever, use the public market in your area ? 

Mr. Woop. They use both, I would say. 

Mr. Roosrveir. For the majority of their purchases. 

Mr. Woop. Yes. 

Mr. Roosrvert. You would. In other words, that supports the 
thesis that I just put forward a few minutes ago. 

Well. we will let it rest at that. 

Mr. Woop. Ido not actually know. All I know is what I do. 

Mr. Roosrvert. All the committee can go on are the facts. Unless 
you have something to support a contrary opinion, we have to go on 
the facts as they appear to be from what you have presented. 

Mr. Brown, do you have any questions ? 

Mr. Brown. You two gentlemen work for the same company, 
American Stores, isn’t that right ? 

Mr. Buamey. That is right. 
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Mr. Brown. You both draw your check from the same company ? 

Mr. Buamery. Yes, sir. 

Mr. Brown. I am intrigued with why one branch of the business 
would go right in the backyard of the other branch and buy some 
cattle. There must be some reason for it. 

What would the pencil shrink on that cattle you bought in Nebraska 
be? 

Mr. Buamey. Three and four percent. 

Mr. Brown. Did you pay the transportation on that ? 

Mr. Buamey. We did. 

Mr. Brown. Did you negotiate a pretty good buy? Is that why 
you were able to come out so well ? 

Mr. Biamey. Not necessarily. 

Mr. RoosEvett. Wait a minute. You testified a few minutes ago 
that you did. That is why you did not buy that lot of cattle here— 
that you could get them cheaper there. 

Mr. Bramey. Well, the actual live cost sometimes is not the ulti- 
mate. It is what they cost hanging dead. That is where most of your 
packing industry works on. 

Mr. Brown. When you found these cattle, or were told about these 
cattle, did you call the Omaha plant and apprise them of them ? 

Mr. Biamey. No, we operate as separate entities. 

Mr. Brown. Don’t even speak to each other over the phone? 

Mr. Biramey. Not too much. 

Mr. Brown. You dosome. 

Mr. Buamey. Well, he would be away from there. I wouldn't 
speak to him. 

Mr. Brown. Do you ever talk to the manager of your Ohama 

lant ? 

: Mr. Buamey. No, because the plant is at Lincoln. 

Mr. Brown. At Lincoln. 

Mr. Buamey. No, I don’t talk to him. Occasionally I talk to him. 

Mr. Brown. Do you or don’t you? 

Mr. Buamey. I have a little in common at times. I have had a 
buyer who has been—we have been all over the country. Why wouldn’t 
the same questions maybe prevail down at Texhoma. We go down to 
Texhoma, Oklahoma, Dalhart, Amarillo, we go all over the country 
buying cattle. 

Mr. Brown. I don’t know who can answer this question. In the 
Lincoln plant, when you built it, or when you bought it, did the stock- 
yards there provide any rail tracks or loading equipment or anything 
in consideration for you locating there? 

Mr. Woop. No. Thestockyards did not. 

Mr. Brown. The stockyards did not. Did the railroads? 

Mr. Woop. No. We built them, the company built them. 

Mr. MacIntyre. So there is no consideration like that involved 
that prompts you to buy so much of your total purchases from the 
stockyards at Lincoln. 

Mr. Woop. No, indeed. 

Mr. Brown. But the record stands, Mr. Blamey, that you did not 
inform the Lincoln plant that. you knew of some good cattle within 150 
miles of the Lincoln plant. And you sent a buyer over there to buy 
substantial numbers, 600 head, and bring them all the way out. to 
Pueblo, Colo.,400 miles. That isthe way it stands. 

43519—60—pt. 318 
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Mr. Buamey. That is right. 

Mr. Brown. And you said you got a good buy on them, and you 
were able to buy them cheaper there than } you could have bought them 
in Colorado. 

Mr. Buamey. That is correct. 

Mr. Brown. And paid the freight. 

Mr. Biamey. That is correct. 

Mr. Brown. And the freight ran how much ? 

Mr. Bramey. I think the freight from that part of Nebraska runs 
around 70-some cents. It might. be almost 80 cents—between 75 and 
80 cents a hundredweight. 

Mr. Brown. Thank you. 

Mr. Roosrvett. Mr. Avery, would you excuse me just a moment—I 
want to ask one more question. 

Mr. Blamey, here is a company which operates two different sys- 
tems. In the case of Mr. Wood you operate mostly in the public 
market, and in your case mostly outside of the public market. 

However, my question would be to both of you, if you know the 
answer, and if you do not, if you would care to give me your opinion 
as to the reason—why did the American Stores undertake to get into 
the packing business? What is the basic reason that it has estab- 
lished these packing plants ? 

Mr. Buamey. This is an opinion of mine 

Mr. Roosevetr. Yes, sir. 

Mr. Biramey. During the Second World War, they were interested 
in obtaining a steady supply of meat. They could not get any meat. 
So they looked around the country some places. As I understand it, 
they leased a small plant, with the privilege of buying it, at Lincoln, 
Nebr. And then within a year after that they leased the plant at 
Pueblo, Colo., which had closed its doors due to the OPS regulations. 
It was owned by an old and respected family. There is one person 
left today. It was built in 1916 and operated up until May 13, 1942, 
when they closed it down. 

Della Nuckolls was the owner at that time, and she was interested 
in a storage in ice proposition in Pueblo, Colo., which is 110 to 120 
miles off the Denver stockyards. The cattle killed in the plant at that 
time and previous to that time—there were no lambs killed there at all. 
Once when I was stationed there with the National Government, they 
bought a carload of lambs and they were 2 weeks trying to kill them. 

There were no cattle of the nature killed today. It was mostly cow 
beef in those days and was fed down in the Arkansas Valley, in the 
first 70 or 80 miles. 

So it had closed. The company came out here and they effected a 
lease on a plant with an option to buy. And I believe the plant was 
purchased in 1945. 

Now, some of that is my opinion. I suppose there are officers in the 
company in Philadelphia, Pa., who could substantiate portions of what 
I have said and who would say the rest was not correct. 

Mr. Roosrvett. In other w ords, you originally got into it, in your 
opinion, because of the lack of supply and because you felt that’ this 


was the only way you could adequately supply the store, due to unusual 
conditions in World War IT. 


Mr. Biamey. That is my understanding. 
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Mr. Roosrvetr. And then the other was just a good deal that was 
available. 

As those conditions changed, as certainly they did change, and the 
supply became plentiful, what advantages, in your opinion, are there 
to American Stores in staying in the meatpacking business ? 

Mr. Biamey. We produce a specific type of beef and we produce it 
week in and week out for the American Stores. 

Mr. Roosrvett. Is it your 

Mr. Biamey. We kill mostly all heifers. 

Mr. Roosevett. Is it your opinion that you could not buy this quality 
except by being in the meatpacking business yourself ? 

Mr. Bramey. There are times, I think, they could buy all they 
wanted. 

Mr. Roosrtverr. And at times when they could not, how does it be- 
come available to you ? 

Mr. Buiamey. Well, if you have the cattle that are fed in a certain 
area in which you can purchase the cattle, then the cattle can be 
slaughtered and shipped east. 

Mr. Roosrvetr. But this certainly could be done by arrangement 
with the packer, could it not? 

Mr. Bramey. It may be. I have a limited knowledge regarding 
some things in the packing industry. 

Mr. Roosevett. I am sure you know, Dr. Blamey, what I am getting 
at. What I am trying to find out is the reason that compels this com- 
pany to be vertically integrated to the point that you are now in the 
meatpacking business. As you know, before this committee there has 
been considerable discussion as to the competitive position which it 

laces you in as against the packers who are prohibited from being 
in the distributing end of the business And I am trying to find out 
why or what there is that would be particularly harmful, if anything, 
to you if you were prohibited from being in the meatpacking business. 
And so far I have not found out any thing , except that during World 
War IT you could not get an adequate supply. Obviously today you 
can get an adequate supply. 

Mr. Buamey. I think we buy a large supply of our beef. I am kill- 
ing a thousand cattle this week. That isn’t very much. 

Mr. Roosevett. Then, in other words, if you are buying outside, it 
really is not too important that you be allowed to stay in this business, 
is it? 

Mr. Biamey. Other than our ability to control the quality. 

Mr. Roosevetr. Which could be equally done by telling the packer 
what quality you want. 

Mr. Biamey. It is questionable. 

Mr. Roosrvett. Which certainly you are getting because as you say 
this is only a percentage—I don’t. know what percentage, but I would 
ask the company what percentage—f it is a small percentage, obvious- 
ly then you are able to get that quality in other places, and it is not 
necessary to maintain quality therefore that you be in the packing 
business. What other reasons are there, then ? 

Mr. Buamey. Well, those actually would be questions that would 
have to be answered by officials of the company. I am working for a 
company and I would not be for cutting my own lifeline off. 

Mr. Roosevetr. I agree—I am not trying to put you out of a job. 
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Mr. Brown. Dr. Blamey, does your meatpacking operation show a 
profit for American Stores ? 

Mr. Buiamey. I could not answer that. I have nothing to do—— 

Mr. Brown. You do not see any books ? 

Mr. Buamey. No, there are no sales. We donot sell anything. You 
cannot sell anything to yourself. 

Mr. Brown. There is no separate cost accounting situation ? 

Mr. Buamey. No,as far as I know. 

Mr. Brown. None? 

Mr. Buamey. As far as I know. We transfer our beef to the stores. 

Mr. Roosevetr. Mr. Avery. 

Mr. Avery. Well, I think we have been pretty well around the lot. 
Mr. Chairman. I have just a question to Mr. Wood. I see you show 
here, Mr. Wood, you slaughter about 125,000 cattle a year, and you 
obtain those from a number of different sources. I presume Omaha 
would be your chief source of supply, would it not ? 

Mr. Woop. Yes. 

Mr. Avery. And let us assume for the moment that you bought them 
all in Omaha, which you do not. Would you buy half of them in 
Omaha? 

Mr. Woop. Column 5 you are speaking of ? 

Mr. Avery. Yes,sir. Just Omaha particularly. Just make a rough 
guess. Would you buy half of those cattle in Omaha, of the 99,000 
head ? 

Mr. Woop. It would be more than half. It would be roughly 65 
percent. 

Mr. Avery. And for Omaha, 60,000 cattle would be what—2 weeks’ 
run in Omaha? Would they have 30,000 a week during February, 
maybe, slaughtered ? 

Mr. Woop. Somewhere near, yes. 

Mr. Avery. The point I am trying to establish—the number that 
you buy out of Omaha is not going to be of much effect on the market, 
is it? 

Mr. Woop. Not too much. 

Mr. Avery. In the conditions of sale over the whole general area, 
and on the river market, as we call them up there, they have pretty 
much developed over a long period of years. It is not that that has 
developed since you have been in the packing business. 

Mr. Woop. That is correct. 

Mr. Avery. And would it not be a matter of practice on the part of 
the cattle feeders in that area to take their cattle to an established 
stockyard, or an open public market, rather than to engage in contract 

rivate sales, such as would develop in an area where there have not 
se stockyards and packinghouses doing a big volume of business for 
50 years? 

Mr. Woop. Yes, sir; I believe that is correct. 

Mr. Avery. And would you not agree that is probably one of the 
reasons for the difference in the Lincoln operation and the one at 
Pueblo, because in Lincoln you are right in the middle of the meat- 
packing industry, and the cattle feeders. historically have taken their 
cattle to those marketing points? 


Mr. Woop. Yes. 
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Mr. Avery. And because of their proximity, they are a little reluc- 
tant to enter into contract buying, because they have so many different 
markets easily available to them. 

Mr. Woop. It seems to be a different situation, yes. 

Mr. Avery. And so any conclusions other than just custom in the 
various communities would be hard to establish. 

Mr. Woop. Yes, sir. 

Mr. Brown. Would the gentleman yield ? 

Now, that custom applies over a range of 200- or a 250-mile radius 
around Omaha, doesn’t it ? 

Mr. Woop. I cannot specifically say how far it would go; no. 

Mr. Brown. It would not be unusual for people to bring their 
cattle in 150 miles from Omaha, would it ? 

Mr. Woop. It would not be unusual; no. 

Mr. Brown. I still cannot figure out why those 600 head did not 
come into Omaha instead of going out to Pueblo, Colo. 

Mr. Roostvetr. Mr. Blamey wanted it. 

Mr. Brown. He said he bought them for less and paid the trans- 
portation, and still had a good buy. 

Mr. Avery. If I may say, I am sure that man who fed the cattle 
was going to sell them where he got the most money for them. I 
am glad the producer was able to make a good sale. I don’t care 
where he made it. 

Mr. Brown. I beg to differ with the gentleman. We have not 
established that the producer made a good sale. We established that 
the man made a good buy. 

Mr. Avery. The producer evidently thought he was making a good 
sale, or he would not have sold them. 

This is no place to get into a debate on anything like that. 

I think that concludes my questioning, Mr. Chairman. 

Mr. Roosrvett. Mr. Chenoweth. 

Mr. Cuenowetu. Mr. Chairman, I am not going to question the 
witness. The American Stores operation in Pueblo, Colo., is a very 
important part of the economy in southern Colorado. As Mr. Blamey 
says, when the American Stores took over this plant it wasclosed. It 
was an old, well-established packing plant for many years, but it 
was closed when the American Stores took over. It is looked upon 
now as one of the most important packers in our whole economy. I 
would be very distressed to see anything done which would put Mr. 
Blamey out of a job, because when you do that, you are going to put 
250 others in Pueblo out of a job who are employed in this plant. 

Mr. Roosevett. I might say it might be possible for them to stay 
in business, and if an independent nonintegrated operator would come 
in and operate it, he might even take Mr. Blamey along and get him 
to operate the plant. 

Mr. Avery. I might just say one more thing. Mr. Blamey, if you 
cannot find cattle in Sterling Colo., or Lexington, Nebr., to suit you, 
you come down to Kansas. We are looking for buyers in Kansas. 

Mr. Biamey. I go to Kansas—what town ? 

Mr. Roosevetr. Well, gentlemen, we want to thank you very much 
for your cooperation and assistance to the committee. 

Our next witness will be Mr. Dennis Driscoll. 

Mr. Driscoll, would you please raise your right hand ? 
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Do you solemnly swear that the testimony you are about to give 
before this committee is to be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Driscott. I do. 


TESTIMONY OF DENNIS DRISCOLL 


Mr. Roosevetr. Mr. Counsel, do you have any questions? _ 

Mr. MacIntyre. Mr. Driscoll, have you any experience in meat- 
packing plants? 

Mr. Driscoxu. I have been in the meatpacking business for about 35 
years. 

Mr. MacIntyre. Did you operate a meatpacking plant for the Han- 
sen Packing Co. ? 

Mr. Driscoti. No. I started in with the Hansen Packing Co. as a 
butcher, learned the butcher trade there. Later I advanced to as- 
sistant superintendent. 

Mr. MacIntyre. Did you later work for the Nuckolls Packing Co. ? 

Mr. Driscoti. Yes: | left the Hansen Packing Co. to take over 
the superintendency of the Nuckolls. 

Mr. MacInryre. When was that? 

Mr. Driscoui. 1937. 

Mr. MacIntyre. At Pueblo? 

Mr. Driscotu. Yes; that is right. 

Mr. MacInryre. Did you become the manager there? 

Mr. Driscoti. Yes. I was the manager about the last 14 months 
that it operated—Nuckolls Packing. 

Mr. MacIntyre. The last 14 months? 

Mr. Driscoty. Yes; I advanced from superintendent to manager. 

Mr. Macinryre. And what was the occasion of its discontinuing 
operations ? 

Mr. Driscott. Of the Nuckolls plant? 

Mr. MacIntyre. Yes. 

Mr. Driscoti. Well, the OPA came into being at that time, and 
when it first came in it was predicated on the difference in pricelists 
from the different individual packers. We had a pretty low pricelist 
for it, and we did not have advance warning that some of the other 
packers got, as to what was going to take place. So we did not boost 
our prices. And we were caught between advancing livestock prices 
and a fixed low dressed product price. We lost about $30,000 the last 
month of operations. I went to the owners—I was a minority stock- 
holder myself—I went to the owners and told them it was my sug- 
gestion we close down. 

Mr. MacIntyre. And you did? 

Mr. Driscott. Yes. We were the first plant of any consequence 
in the United States to close down. 

Mr. MacInryre. And it was because of that squeeze between a price 
ceiling and a rising cost ? 

Mr. Driscotu. That is right. 

Mr. MacIntyre. Now, after you closed down, what happened to 
the plant ? 

Mr. Driscoti. Well, I closed it down and liquidated. The product 
inventory on hand. That was, there were two set price lists at that 
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time. If you are operating on car lot sales, you could operate on the 
board of trade. And if you are operating to your trade, you have to 
operate on a base period that was set at a previous time. We could 
not operate under the base period, as I had a pretty good inventory of 
sausage materials, and pork and beef and what not, I just liquidated 
it by selling it on the board of trade to other pac ers. 

Mr. MacInryre. Were you at that plant w on the American Stores 
bought it? 

Mr. Driscotz. That is right. I helped negotiate the purchase. 

Mr. MacIntyre. Well, if you closed the Nuckolls plant because it 
could not operate under the OPA, under the Nuckolls ownership, how 
could you operate it under OPA for the American Stores? 

Mr. Driscoty. Well, I tell you—I stayed at the plant, and it was 
shut down for a period of 6 months or so. And I was offered the job 
by American Stores as manager of their plant at Lincoln. They had 
just purchased a small plant. It seems that all their suppliers at the 
time went to these war contracts. <A lot of them were caught in the 
price squeeze. So they went to war contracts which were kind of a 
cost-plus deal, and they left all their accounts go. And I understand 
American Stores—in fact I know they didn’t have any source of meat 
from their former sources. So they went out and they bought this lit- 
tle plant. After they got it bought, they found that they didn’t have 
sufficient managerial staff there to run the plant, because they just 
had the people that were there before operating a small plant. So 
they came to me, and I went to work for them. And I increased the 
kill. 

Mr. MacInryre. For the American Stores at Lincoln ? 

Mr. Driscoty. Yes, that is right. I opened the Lincoln plant first. 

Mr. MacIntyre. And then later did you open the Pueblo plant for 
them ? 

Mr. Driscott. About a year later. 

Mr. MacIntyre. And managed it? 

Mr. Driscott. Yes, managed them both. 

Mr. MacIntyre. Did you, after taking over these plants and man- 
agement for the American Stores, comply at all times with the set- 
aside regulations and OPA regulations? 

Mr. Driscoun. W ell, I sure tried. 

Mr. MacInryre. Well, was American Stores, when these plants 
were under your management, ever challenged by the Government 
for these activities, charging them to be in violation of OPA ? 

Mr. Driscott. Yes. But we were not operating a black market or 
anything. The first time I was challenged on a million dollars worth 
of purchases, I was just 1 percent—$10,000 over what the Government 
would allow you to pay for them. 

Mr. MacInryre. So then is it your testimony that you did not con- 
form with the law ? 

Mr. Driscotn. Well, sometimes yes. But I went right to bat and 
went down to Washington and tried to straighten it out. 

Mr. MacIntyre. Did you get it straightened out? 

Mr. Driscotn. Yes, I did. 

Mr. MacIntyre. For the American Stores? 

Mr. Driscouu. Yes. 


Mr. MacIntyre. But you were not able to straighten it out for 
Nuckolls. 
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Mr. Driscotz. Well, I will tell you. The Nuckolls Packing Co. 
was owned by three women. I am going to be right frank with you. 
If I had had my way—lI only ow ned about a $50, 000 part of it—I 
would have been the biggest black market operator in the United States, 
because I would have kept that plant operating. But these women 
had the money, and they had their pride, and their daddy’s history 
behind them and his prestige, and they wouldn’t go for that. So they 
just said “No.” 

Mr. Roosrvert. Mr. Driscoll, I might say that is the frankest state- 
ment we have had. 

Mr. Driscott. Well, it is sure the truth. 

Mr. MacIntyre. Since you left the American Stores employ, you 
are now engaged in what business? 

Mr. Driscott. When I left the American Stores, I first went back 
to Montana and bought the plant where I was raised. I was raised 
by Walter Hansen up there in Butte, Mont. That isthe Hansen Pack- 
ing Co. They were getting kind of old. He was out of the picture. 
I went back and I bought the plant and operated it for 1 year and had 
a chance to make a good sale to a Canadian outfit, so I sold it out. 
Then I contracted to operate it for a year for them. Then I came 
back here to feed cattle. 

Mr. MacIntyre. Well, you are going ahead with livestock opera- 
tions, are you not, now ? 

Mr. Driscoti. Well, some, dabbling in it. 

Mr. MacIntyre. Feeding? 

Mr. Driscort. I am not feeding extensively at this time. I have 
grassed a lot of cattle this year. Iaminandout. I jump in wherever 
I think I can make a few bucks. 

Mr. MacIntyre. So you are in the business of feeding livestock 
now. 

Mr. Driscoti. That is right. 

Mr. MacInryre. I believe that is all, Mr. Chairman. 

Mr. Roosevetr. Mr. Brown? 

Mr. Brown. When you operated the Nuckolls plant, you at all 
times bought and sold ¢ according tothe OPA regulations? 

Mr. Driscotn. While it was under the Nuckolls people? 

Mr. Brown. When you were operating it for American Stores. 

Mr. Driscoti. Well, you see, when I was operating it for American 
Stores, they put in these OPA regulations, and I believe in a period 
of about 3 or 4 months there was about 1,400 amendments to those 
things. I wastrying to keep up with them ‘and run two plants. And 
I sure was not deliberately evading any of them. I was sure trying to 
live up to them. But I don’t think the guy walks that could have 
lived up to all of them as fast as they came out. I just don’t think 
he does. 

Mr. Brown. When you went out to buy cattle, you bought it strictly 
according to Hoyle? 

Mr. Driscotx. Yes—no—I tried to. For instance, say that you 
could only pay for a 60-percent animal, $18.25. Well, I couldn’t 
always get it at 1814. I might have a bunch of cattle that I paid 
181% for. That, is, they cost that when I got them home. Well, then 
I was a little out of compliance. Then I had to do some figuring to 
get back into compliance—because you had to report on a 30-day 
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period. Of course, that is something I done myself. But I kind 
of stayed in compliance. 


Mr. Roosgverr. Mr, Avery ? . 

Mr. Avery. I believe not, Mr. Chairman. Thank you, Mr. Driscoll. 
Thank you for your statement. It has been delightful. 

Mr. Curnowern. OPA regulations went off soon after you started 
American Stores, didn’t they ? 

Mr. Driscoti. No, they were on a long time after that. They just 
started when I closed the Nuckolls plant. We were under OPA 
regulations for quite a long time. But they changed the reguirements 
from time to time. At first they had a att Hell, I didn’t have 
enough quota to grease the bucket. So I went back to Washington 
and ‘cot more quota. First of all, thep bought this little plant at 
Lincoln. 

When I went there to take it over, I find under OPA regulations 
they have got to leave what they kill the month before for the trade 
around Lincoln. What they killed the month before was their entire 
production. So if American Stores was going to get anything out 
of there, we had to have more quota, we had to have more stuff. And 
so I done everything possible to get more quota. In fact three or four 
times. 

Mr. Avery. Mr. Chairman, could I ask just one question ? 

During these OPA days, or when meat was so scarce, wasn’t most 
of the trading done in the stockyards as opposed to now when there is 
a considerable amount of direct country buying? 

Mr. Driscotn. You better give me that again. 

Mr. Avery. I think probably I can do better. 

During the war, when the OPA regulations were on, was not the 
percentage of cattle sold by the stockyards company, the open market, 
considerably greater than it is now? 

Mr. Driscotn. Before the OPA went on, that is right. After the 
OPA went on, a big lot of it was done out in the country, because 
your black-market operators and everything got into it, and they 
could not operate on that open market. 

Mr. Avery. Thank you, Mr. Driscoll. 

Mr. Roosrvetr. The committee wants to thank you, Mr. Driscoll, 
very much for your cooperation. You will be excused at this time. 

The next witnesses before the committee will be Mr. T. W. Henritze, 
and Mr. William Mathews. 

Mr. Witpe. Mr. Chairman, I am Drummond Wilde, secretary and 
general counsel for Safeway. I have at my far left Mr. T. W. Hen- 
ritze, who is the division manager of our Denver Retail Division. He 
is the chief opevating executive of that division. Mr. H. G. Mathews, 
otherwise known as Bill Mathews, is on my immediate left, and he is 
in charge of the Denver branch office of our meat buying department. 

Mr. Rooseverr. Thank you, Mr. Wilde. We welcome you back 
before the committee. Gentlemen, will you raise your right hand, 
please? Do you solemnly swear the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Henrirze. I do. 

Mr. Marnews. I do. 

Mr. Wixpe. I do. 
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TESTIMONY OF T. W. HENRITZE, DIVISION MANAGER, DENVER 
RETAIL DIVISION, AND H. G. MATHEWS, DENVER BRANCH 
OFFICE, MEAT BUYING DEPARTMENT, SAFEWAY STORES, INC., 
DENVER, COLO.; ACCOMPANIED BY DRUMMOND WILDE, GENERAL 
COUNSEL, SAFEWAY STORES, OAKLAND, CALIF, 


Mr. Roosevett. Gentlemen, I believe it is correct to say that Mr. 
Henritze and Mr. Mathews are here in response to subpenas of the 
committee. 

Mr. Wipe. Yes, Mr. Chairman. And I have some remarks and a 
statement that I would like to make before either of these two wit- 
nesses are subjected to examination, if I may. 

Mr. Roosrveit. You may proceed, sir. 

Mr. Wipe. At the hearings held by this subcommittee in Wash- 
ington, D.C., on June 22 and 23, certain testimony was given and 
certain statements were made by a witness, and an egg price survey 
for the Denver area was submitted to the committee. 

Now, I realize that eggs are unrelated to meat directly, Mr. Chair- 
man, but this is the first opportunity we have had to attack and other- 
wise challenge such statements, and also challenge the accuracy of 


the egg price survey that was accepted by the subcommittee at that 
time. 


Mr. Rooseveit. Could you refer us to the page? 

Mr. Wipe. Yes. I have a statement on the subject, Mr. Chairman. 
I have copies here that are available for distribution. The statement 
is signed and verified by Mr. Fred Bailey, manager of our egg depart- 
ment plant at Denver. Mr. Bailey is here at this hearing. However, 
if it is acceptible to you, I will read his statement. 

Mr. Rooseverr. Mr. Wilde 

Mr. Wipe. I would like to read it into the record, Mr. Chairman, 
if I may. 

Mr. Roosrvetr. I realize you would like to. But the statement is a 
sworn statement. I presume you can distribute it to the press. We 
are a little pressed for time. It is not on the subject which we want 
to cover at this hearing. 

Mr. Wipe. I realize that. 

Mr. Roosevett. I would respectfully suggest that you submit it for 
printing at this point in the record, if you so desire, and it will be so 
printed. 

I can see it is of fair length, Mr. Wilde, and I just do not think 
we have time to go into it at this time. The committee would want 
to study it, because of the fact that it relates to previous testimony, 
to which we would have to relate it, if we intended to make any proper 
discussion of this statement at this time. 

Mr. Wuoe. I readily understand the time situation. However, 
if there appears to be sufficient time later, I would like very much to 
have an opportunity to read it. 

Mr. Roosevert. Mr. Wilde, let me put it this way. We will un- 
questionably be hearing at a future hearing from the representatives 
of Safeway on other matters. At that time if you care to re-read it, 
we will be happy to have you do so to the committee. But at this 
time, because we do not have the time to relate it to the specific part 














SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 1271 


of the record to which we refer, I am afraid I will have to rule that 
we will accept it for printing ‘at. this point in the record. 

Mr. Wixpe. Yes, sir. 

The next remark I would like to make, Mr. Chairman, is directed to 
the testimony that has been given here at this hearing yesterday and 
today by representatives of ‘independent meatpackers in which they 
mentioned the so-called credit squeeze situation. 

I might say first that this is the first time, or yesterday was the first 
occasion that this situation has been brought to our attention, to m 
knowledge. And when I say our attention, I mean the head office 
in Oakland. 

This morning I sent a telegram to Mr. A. R. Griffith, vice president 
and controller of our company, in which I told him that representa- 
tives of independent meatpackers had, at yesterday's hearmg, com- 
plained of national food chains being slow on their payment for meat 

purchases. I told him that I would discuss the matter ‘with him when 
return to Oakland, and I have in mind at that time having an in- 
vestigation made of the situation as far as our company is concerned, 
and if we are at fault in any particular, we will do our best to correct 
the situation and remove the source of any complaints, if those com- 
plaints are ee to us. 

As far as I can recall, the testimony yesterday on that subject did 
not specifically mention Safeway. It referred to national food chains, 
and we are a national food chain, and I assume that we were there- 
fore included within the general definition of that term. 

Mr. Roosevetr. I think that is a fair assumption. 

Mr. Wipe. I might also say, Mr. Chairman, that following the 
close of yesterday’s hearing, I discussed the subject with an inde- 
pendent meatpacker from Omaha, who was here at yesterday’s hear- 
ing, and he told me—when I asked him about his usual credit terms— 
that is on dressed meat. sales—he told me his usual terms were pay- 
ment by Monday the week following that in which any deliveries are 
made. In other words, the remittance in payment for deliveries made 
during the preceding week was to be in the mail or en route on Mon- 
day of the following week. 

Now, we have several situations in our setup. We will have dressed 
meat that is delivered directly to our retail stores by our meat sup- 
pliers, meatpackers. I understand that in the case of the Denver 
division—I have not had an opportunity to check on it in other 
divisions—but in the Denver division the invoices are left with the 
store manager, and they are accumulated and sent in once a week to 
the head office of the Denver division in Denver, and they are processed 
there and payment is made during the succeeding week. 

Now, as to deliveries made to our Denver meat warehouse, I under- 
stand that the invoices are sent to the Denver division office and they 
are processed there as rapidly as possible following their receipt, with 
the result that there may be lags in the neighborhood of 7 to 10 days 
from the date on which delivery is made. “That does not mean that 
the invoice is received by us on the date the delivery is made. 

I simply want to give you this information so that you will know 
that we are looking into it and will try to correct any faults that exist 
on our part, if any. 
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Mr. Roosrvett. Mr. Wilde, I am sure I can say on the part of the 
committee that we are certainly grateful that the committee hearing 
has resulted in your reviewing this situation, and in view of all the 
testimony which we hope you will examine, if it does result in a more 
equitable payment period for the packer, which of course directly 
affects the producer, we would feel that we have contributed some- 
thing toward improving the situation. We are grateful to you, and 
I think it is in fine spirit that you have undertaken to make this 
review. 

Mr. Wipe. Thank you. I would also like to add, Mr. Chairman, I 
discussed the matter with Mr. Mathews, our meat buyer here at Denver. 
He said he had never heard of any complaints. As a matter of fact, 
he did not know what the packers’ terms were as far as credit is con- 
cerned. 

I discussed the matter also with our division controller and asked 
him if he had received any complaints—the division controller of our 
Denver division—he said he only recalled one and that was somewhat 
recently when a packer called up and asked about his ayment, and it 

was explained to him there was a slight delay due to t the fact that our 
office was faced with a weekend closing. 

Mr. Roosevettr. Mr. Wilde, sometimes this committee brings things 
to the attention of people that they have not heard of before. 

Mr. Wipe. Yes, sir. Now, there was one reference I would like to 
make that appears in a statement given by Mr. Pexton yesterday. 
It was on page 12 of his statement—the second full paragraph on page 
12—which reads: 


For a great many years, the livestock producer received about one-half of the 
consumer dollar; or, for each dollar spent for meat at the retail level he could 
expect to receive 50 cents for his livestock. This factor has now been reduced 
to little better than 40 percent, the latter being caused to some extent by in- 
creased transportation cost, handling costs, packaging costs, taxes, and other 
such things. That, however, does not absorb the $4,370 million less he has taken 
from the spendable income during the past 9 years. 

Now, we were rather taken by surprise when we learned of that 
statement, when we heard that statement read by Mr. Pexton yester- 
day, and we did the best we could to check on it in the limited time 
available to us. We have found that according to U.S. Department 
of Agriculture data, this 40-percent figure that Mr. Pexton men- 
tioned on page 12 of his statement referred to the farmer's share of 
the consumer’s total food dollar. 

Now, in the most recent issue of the “Marketing and Transporta- 
tion Situation Bulletin” published by the U.S. Department of Agri- 
culture, it is stated that the livestock producer’s share of the con- 
sumer’s meat dollar was 52 percent in 1956, 54 percent in 1957, and 
56 percent in 1958. 

Mr. Roosevett. Fifty-six percent of what, sir? 

Mr. Wirpr. Of the consumers’ total meat dollar. That was the 
livestock producer’s share. 

Now, this disparity in these figures or statistics has excited our 
curiosity. As a result, we plan to make a study of this subject, as 
well as retail margins on meats and related subjects. If it please 
the committee, when we have completed this study, we would like 
very much to be permitted to report to the committee the results of 
our study. 


wade Oo 


~~ et ee ete oe 





SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 1273 


Mr. Roosrvett. Certainly, Mr. Wilde. But I think it is also neces- 
sary to ask you, then, to comment on thé testimony given to the com- 
mittee yesterday by Mr. Bein in which he also refers to the U.S. 
Department of Agriculture figures. Do you have a copy of his 
testimony ? 

Mr. Wixpe. Ihaveacopy here. Mr. Chairman, I am 

Mr. Roosevetr. If you would turn to it, I want to draw to your 
attention this statement, because as long as you are going to submit 
your comments, I would like a comment on this testimony also. 

You will find following page 12 certain tables. They are tables 
showing for the years of 1956, 1957, 1958, and 1959. It is this table 
Ishow you. You will note that the top exhibit shows the gross retail 
markup, retail cuts from 100 pounds of live lamb. You will note that 
the next part of the exhibit shows the gross packer markup. The 
third is a comparison of live price with consumer cost. Unless I 
completely misread the exhibit, it shows that the — packer mark- 
up has remained relatively small, and that while the price to the 
producer was going down, the gross retail markup reached a peak 
at the end of 1958 and has maintained a fairly high plateau, going 
down during part of 1959 and having resumed its climb again the 
latter part of this year, and now being a plateau again, considerably 
higher, although the return to the packer and to the producer has 
gone down. 

I would therefore think that it would be of great interest for you 
to point out how that squares with the statement which you have 
just made. 

Now, if you will turn to the next page, you will see an exhibit that 
has to do with beef alone. Again, on the top line is the gross retail 
markup for those 4 years. The second part of the exhibit is the gross 
pier markup. And again the last one is the comparison of the 

ive price with consumer cost. 

Again we find that in this instance the gross packer markup has 
remained extremely small, although it has started slightly upward 
in the latter part of this year, whereas there has been an ever- 
increasing margin between the gross retail markup and the consumer 
costs. 

Now, if you would care to examine those at your leisure, and to 
make comments to the committee, we would appreciate it, because 
the committee staff, upon present analysis, must reach the conclu- 
sion that the retail markup has not kept in step with the price to the 
consumer, nor the markup allowed to either the packer or the pro- 
ducer. And it is that, of course, which is of great importance to this 
committee with relationship to the consumer. 

Mr. Wiipr. We would like very much to have the opportunity to do 
that, Mr. Chairman, 

Mr. Roosevett. All right, sir. 

Mr. Avery. Mr. Chairman, I wonder if we should not clear up 
now—are you going to defer the printing of this record until the 
study can be completed? I think we ought to settle that. 

Mr. Roosevetr. Mr. Wilde, about how long do you think it would 
take you to submit this? 

Mr. Wipe. I was just told by Mr. Baumgart, who is manager of 
our economic research department, that approximately 2 weeks will 
be required for it. 
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Mr. Roosevett. I think if it is submitted in a 2-week period, in fair- 
ness it should be included in the record at this point and will be so 
included. 

(The material referred to is as follows :) 


AFFIDAVIT 
STATE OF CALIFQRNIA, 
County of Alameda, ss: 

Paul A. Baumgart, being of lawful age and having been first duly sworn, 
deposes and says: 

(1) That he is the manager of the economic research department of Safeway 
Stores, Inec., and makes this affidavit for and on behalf of said corporation 
for its submission to Subcommittee No. 5, Select Committee on Small Business 
of the House of Representatives of the United States in response to certain 
requests and invitations which were made of or extended to said corporation 
by the Honorable James Roosevelt, chairman of the subcommitee, in the course 
of the hearings held by the subcommittee at Denver, Colo., on November 16 and 
17, 1959; 

(2) That attached to and made a part of this affidavit are certain statements, 
materials, and data which are numbered and titled or labeled as follows: 
“Farmer’s share” of the consumer meat dollar 
Charts on USDA estimates of live-wholesale-retail price spreads on meats 
Trends from late June to mid-November 1959, in Safeway’s Denver retail 

prices and carcass costs for Choice beef and lamb 
Comparison of Safeway retail meat prices in Denver and Washington, D.C. 
. “Gross” and “net” profits on beef in Denver cutting demonstration by Safeway 

for Colorado cattlemen 
3. Yield chart for lamb based on Saturday, November 14, 1959, prices in Denver 
. Effects of Los Angeles grocery clerks’ strike upon cattle and beef supplies 
and prices 
. Retail and farm values of cereals and bakery products 
nd 
(3) That the attached statements have been prepared by him or under his 
supervision; that the other material and data attached to this affidavit have 
been assembled by him or under his supervision; that he is familiar with their 
contents; and that the statements of fact made and the data contained in the 
attachments are true and correct to the best of his knowledge, information and 
belief. 
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Pau. A. BAUMGART. 
Subscribed and sworn to before me, this 8th day of December, 1959. 
FRANCES SHERN, 
Notary Public in and for the County of Alameda, State of California. 
My commission expires: January 9, 1963. 


“FARMER'S SHARE” OF THE CONSUMER MEAT DOLLAR 


The following allegation was made by Mr. L. M. Pexton on page 12 (p. 2,160 
of the daily transcript) of his prepared statement which was read by him at the 
hearing on November 16, 1959: 

“For a great many years the livestock producer received about one-half of 
the consumer dollar; or, for each dollar spent for meat at the retail level he 
could expect to receive 50 cents for his livestock. This factor has now been 
reduced to a little better than 40 percent, the latter being caused to some extent 
by increased transportation costs, handling costs, packaging costs, taxes, and 
other such things.” 

At the hearing on November 17, 1959, a Safeway representative challenged 
that allegation and pointed out that the 40 percent in recent years refers to 
USDA computations of the farmer’s share of the consumer’s total food dollar 
(spent at retail for farm food products); and that the livestock producer’s 
share of the consumer’s meat dollar was computed by USDA at 52 percent for 
the year 1956, 54 percent in 1957, and 56 percent in 1958 (pp. 2704-2705 of the 
daily transcript). 
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Attached is a more detailed table showing official USDA computations of the 
“farmer’s share” of the consumer retail dollar for all farm foods, for all meats, 
and individually for beef, pork, and lamb, for an overall time span from 1921 
through the third quarter of 1959. These data are submitted: 

(1) To confirm the statements so made by Safeway’s representative ; 

(2) To provide a better perspective for evaluation of more recent farm 
and retail price trends which were discussed at some length by various 
witnesses at the Denver hearings ; and 

(3) To provide here a background and a reference base for more specific 
analyses that Safeway is presenting in other sections as to trends in retail- 
ing margins (i.e., wholesale-to-retail price spreads) on meats. 

With regard to the broadening of perspective in looking at “farmer’s share” 
figures, there are two points in particular which deserve mentioning: 

(a) The farmer’s share of the consumer’s dollar for meats is and has 
consistently been higher than the farmer’s share of the consumer’ dollar 
for all foods. Moreover, for those meats which are predominantly sold at 
retail in the fresh form—lamb and particularly the better grades of beef. 
the farmer’s shares have generally been higher than the composite farmer’s 
share for all meats. 

(b) Looking just at the postwar years (1947 through 1956) there was 
indeed a tendency for the farmer’s share of the consumer’s meat dollar, as 
well as of the all foods dollar, to show a declining trend. However, the 
years since 1955 show a stable or even increasing trend in the farmer’s 
share of the consumer’s meat dollar (excepting perhaps for pork where 
extremely excessive supplies have recently depressed prices all along the 
line). 

However, World War II and the immediate postwar readjustment years 
hardly provide an appropriate “base” or “standard of reference” with 
which to compare recent measurements of the farmer’s share of the con- 
sumer dollar, because of the war and readjustment periods’ well-known 
dislocations that accompanied the inflation particularly of farm prices 
which rose far above even so-called parity levels. If, for a better per- 
spective, we look at the record before World War II, we see that recent 
“farmer’s shares” of the consumer dollar for lamb, for pork, for all meats, 
and for all farm foods, compare very favorably with prewar averages, while 
a significant improvement has occurred in the case of beef. 

As to all analyses concerned with the measurement of trends in retail versus 
wholesale versus farm prices, or in margins for meats, the following factors or 
qualifications should be considered in making such comparisons: 

(a) Price comparisons at successive levels of marketing give unit meas- 
urements of overall price spreads. In particular, the “farmer’s share” 
measurement is overall in the sense that there is no breakdown as be- 
tween, for example, the processor’s, the wholesaler’s, and the retailer’s in- 
dividual “spreads” or “margins” within which each must operate. As they 
are unit price measurements, they do not measure or imply relative shares 
of realized income, or of “gross” or “net” profits realized on the total 
volumes of products handled. Unit price spreads do not allow for relative 
volumes, efficiencies, or productivity changes, or for differential cost trends 
that affect the different segments of marketing. 

(b) Such USDA measurements of prices, price spreads, margins, and 
farmer’s share are averages based on estimates, each of which is subject 
to sampling and other errors. For example, just four cuts of beef and 
one of lamb are priced at retail by BLS in some 46 cities. These are used 
by USDA to get “composite” retail beef and lamb prices (intended to 
represent prices of all carcass cuts), which then are matched against 
nationwide averages of live prices on the farm. Such lack of coverage 
of carcass cuts, for example, or of matching of prices within or between 
specific market areas, probably do not present the difficulties in consider- 
ing overall farm-to-retail price spreads that exist when the separate process- 
ing, wholesaling, and retailing components of that overall spread are con- 
sidered. Errors of measurement that are relatively small com? :red to 
large overall spread figures can become very important and distorting when 
component or residual “spreads” are broken out of those aggregates. 

With the foregoing broader perspective and reservations brought into view, 
we feel that a better focus can be drawn on the trends of livestock and meat 
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prices and of price spreads. At least with respect to USDA measurements of 
the “farmer’s share” for meats, the data do not appear to support the contention 
that in the last few years, “middlemen” and especially retailers have somehow 


been steadily broadening their margins, at the expense of both farmer and 
consumer. 


Farmer’s shares of the consumer’s dollar spent at retail for all farm food 
products, all meats, beef, pork, and lamb 


{In cents} 





Farmer’s share of consumer’s dollar 














All farm Beef Pork Lamb 
foods All meats |U.S. Choice} (excluding) |U.S. Choice 
lard) 
Averages: 
BREWED tO PONE ncccewncncccccnndaces= 40 48 52 48 53 
oe Se ree 41 51 54 51 56 
1931-35 (5 years)-_--.---- Lidicddawksteds 34 41 46 40 45 
1936-40 (5 prewar years).......-------- 40 51 54 52 54 
1941-46 (6 war years) _-..-..........---- 50 69 7 7 65 
1947-49 (3 postwar years) _-......---.-- 50 67 71 67 69 
REGOs (6 Gente). - seks. 5. 45 61 68 60 63 
| a re 40 54 61 55 57 
By years, postwar: 
BE eee acee ba cntacsndacanbevsnaawaue 51 69 72 71 71 
DU san be adbdektewennssdedpbedcneeeke 51 67 70 68 71 
Dis ahisvgwviede bhpteeen casaetantan enn 47 64 70 62 67 
acta Aes” incl clas rae des teiaeh acmageen Gene ae 47 65 72 62 68 
P+ ctcetieduhbiaviueeankesbdccaneawus 49 67 75 61 74 
Bs Sib ddd ndeb ith de ceudandadccendie- 47 62 72 5Y 65 
SE KBs ota dplatp oceadin niente 44 60 63 65 59 
DER Gn atbnsd Lendeesncet audirgmens eos 43 59 65 63 57 
Pees ud es Se addcceksedsbbesubkssaccodn 41 54 63 53 57 
Apt 6 dso thik arnp ie bedowietmernenly 40 52 60 52 7 
SE nih eR pias ng wipe pee opti @prfdaclppte 40 54 61 55 57 
adel ts teas ce ile these ntelspish ckiaeg ie iy to eines 40 56 62 57 57 
By quarters: 
1958: 
January-March. .................. 41 7 64 57 58 
PD nu ceasersuncsceeanne 41 58 64 59 58 
July-September... 2... .5.......-2 40 56 60 58 58 
October-December---_...-.-..-.--- 39 54 60 54 55 
1959: 
January-March. .................- 39 54 63 50 53 
PS Re RE 2 Ve ee 39 55 64 51 56 
July-September ---_....--- rehteeictchsa 38 51 61 47 53 
Se INO als Gren euginc aus bape chs Geden te bauthded uch teh denne nice dehemeuteameiaadete as 











Sourees: USDA Miscellaneous Publications No. 741, ‘‘Farm-Retail Spreads for Food Products,” dated 
No «mber 1957. USDA Supplement for 1958 dated June 1959 to Statistical Bulletin No. 230 ‘‘Livestock 


and Mest Statistics.’ USDA “Marketing and Transportation Situation” issues for January, April, July, 
and October, 1959. 


CHARTS ON USDA ESTIMATES OF LIVE-WHOLESALE-RETAIL PRICE SPREADS ON MEATS 


During the hearing on November 17, 1959, Safeway was asked (pp. 2706-2712 
of the daily transcript) to comment upon three charts presented at the hearing 
on the preceding day by Mr. Louis F. Bein and upon the conclusions drawn by 
Mr. Bein from those charts, as expressed on page 16 of Mr. Bein’s prepared state- 
ment (pp. 2316-2317 of the daily transcript). 


Charts presented by Mr. Bein 


A check of Mr. Bein’s three charts (identified by him as charts Nos. 2, 3, and 4) 
against the data sources cited confirmed that, with only a few minor errors, they 
contined accurate plottings based on the particular series used. For the most 
part, these were USDA estimated averages, for beef, lamb, and pork, of : 

New York retail values of carcass meats. 
New York wholesale values. 
Chicago live prices. 

These are expressed by USDA as equivalents per 100 pounds of live animal, 
in monthly series that have been published for years in USDA’s “Livestock 
Market News,” and in various statistical summaries, under the heading ‘“Live- 
stock Prices at Chicago Compared with Wholesale and Composite Retail Meat 
Prices and Wholesale and Retail Meat Values at New York.” 
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The major deficiency or flaw in using these particular USDA series as indi- 
eators of packer or retailer “markups” is apparents in the title of the series. 
They obviously should not be construed as giving any general, national average 
picture, and certainly are not applicable to the specific local situation in Denver. 

It should also be noted that the use of these particular USDA series to derive 
a “packer markup,” or to make a valid comparison of live animal prices with 
retail values of the meats therefrom, requires adjustment for byproduct values. 
USDA does not attempt to make such an adjustment in these particular series, 
probably because of the recognition of the unreliability of such an estimating 
procedure. Mr. Bein apparently allowed for “byproduct credit’ deductions from 
the live price in his computation of “gross packer markup.” But he obviously 
ignored such adjustments in the lower sections of his charts titled “Comparison 
of Live Price With Consumer Cost.” This led to distortions of these live-retail 
“comparisons” particularly in the chart on lamb. 

(We were unable to verify any of Mr. Bein’s plottings of “gross packer 
markup” because he nowhere stated the figures he used for byproducts and pelt 
values. He merely referred to use of “National Provisioner” quotes for wool 
pelt credits on lamb, and of 3-month averages of byproduct values “published by 
the Bureau of Labor Statistics,” according to Mr. Bein, although that agency 
publishes no such series. Thus, in addition to other deficiencies or flaws, the 
charts should not properly have been attributed wholly to USDA data, as testi- 
fied by Mr. Bein.) 


Attached charts presenting other USDA series on price spreads 


Recognizing that the Chicago-New York price comparisons for livestock and 
meats are totally inadequate to represent national or “average” experience, 
the type of use made of them by Mr. Bein, U.S. Department of Agriculture, in 
about 1955, developed broader series on live, wholesale, and retail price equiva- 
lents, Which were first published in the following three documents: 

“Beef Marketing Margins and Cost,” USDA Miscellaneous Publication No. 710, 

dated February 1956. 

“Pork Marketing Margins and Costs,” USDA Miscellaneous Publication No. 711, 

dated April 1956. 

“Lamb Marketing Costs and Margins,” USDA Marketing Research Report No. 

159, dated April 1957. 

Most of the newer statistical comparisons on live-to-wholesale and wholesale- 
to-retail price spreads developed for those bulletins are periodically updated 
and published as quarterly averages in USDA’s Marketing and Transportation 
Situation, and monthly data are available upon request. In general, the newer 
USDA series give a more comprehensive market area coverage of retail meat 
prices (based on BLS averages for 46 cities), of wholesale prices (5 major 
markets, coast-to-coast for beef and lamb carcasses, just Chicago for pork), 
and of live prices (23 markets for steers, 15 for lambs, but still just Chicago 
for hogs). Moreover, nore adequate treatment is given to byproduct and wool 
pelt adjustment in derivation of live-to-wholesale price spreads. These by- 
product adjustments are explicitly published by USDA in connection with these 
newer series, but are not computed or published by USDA for the limited 
Chicago-New York series used by Mr. Bein. 

It must be recognized that these newer, broader series by USDA are still 
just estimated averages, intended to approximate “national” trends in prices 
and price spreads but certainly not applicable to Denver or any other specific 
local market. We have plotted them, however, on the attached charts for beef, 
for lamb, and for pork, using the same chart setups as those employed by Mr. 
Bein. For comparison and contrast with Mr. Bein’s previously submitted charts, 
we have also superimposed on the attached charts dashed lines representing 
the series he used (excepting for his “Gross packer markups,’ which we were 
unable to determine or verify, as explained above). 

These attached charts show indications that are somewhat to substantially 
yg in the following respects from the charts previously submitted by 
Mr. Bein: 

(1) In general, the more comprehensive USDA series show much more stable 
trends in prices and in price spreads—with less irregular or capricious month- 
to-month variations—than were shown by Mr. Bein’s Chicago-New York com- 
parisons. 

(2) There is much less upward trend in the wholesale-to-retail price spreads 
for lamb, and particularly for beef, than was indicated by the USDA series for 
New York only used by Mr. Bein. The broader “national” series show much 
less contrast between high and low levels of the wholesale-to-retail price spread, 
over the 4 years selected by Mr. Bein. 
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On the beef chart, for example, with the strongly advancing trend in prices 
at all levels, the wholesale-to-retail price spread or margin expressed as a per- 
centage of retail has remained remarkably constant: 

Percent 


Pits Seite hel Sag aden abcess casgaens aes een ee Reem 28.1 
DN tibisdars tiaceblig ests deimcencenee deem i emaensiatag, 28. 9 
RI sii i els ic ete Secs ies Shes eriniene ie teandine peak gata aedap ale oie 28. 9 


Se I i issiecict eek accesses th ac emtcignd abit enc ean aos ential 28. 8 


(3) The live-to-wholesale price spreads based on the broader USDA series 
are also much more uniform than in the “Gross packer markups” computed and 


plotted by Mr. Bein (not replotted on the attached charts, for reasons given 
above). 


Conclusions based on these charts for beef, lamb, and pork prices and price 
spreads 

Our general conclusion from these chart comparisons is that USDA data 
indicate that retail meat prices have generally reflected changes at wholesale 
and live levels, and that such broadening of the wholesale-to-retail price spread 
as has occurred over the period 1956-59 has been much more modest than 
indicated by and inferred from charts presented by Mr. Bein in Denver. How- 
ever, none of the USDA series represent the margin, markup, or profit ex- 
perience of particular firms in specific market areas: all are general averages 
based on estimated average market prices for selected descriptions of products. 
In particular, none of these charts can possibly indicate chainstore pricing 
margins in Denver, let alone their gross or net profits on beef, lamb, or pork, 
over the 1956-59 period. 

With specific reference to the three conclusions drawn from his charts and 
stated by Mr. Bein on page 16 of his November 16 statement in Denver (upon 
which Safeway’s comments were requested), we have the following com- 
ments: 

Mr. Bein’s conclusion No. 1.—‘‘The retailer has, in all three cases, managed 
to expand his portion of the consumer dollar.” 

We believe that this broad conclusion is unwarranted by the data presented. 
We feel it was not proven by Mr. Bein’s charts. It is an even less justified 
inference from the attached charts. As noted above, the USDA data indicate 
a very stable retailers’ share of the consumer dollar for beef. Certainly, Mr. 
Bein’s conclusion is not supported by any evidence applicable to the Denver 
market area. 

Moreover, interpretation of “spread” between unit prices at wholesale and 
retail as “income” or in any way as “profits” in the handling of meats is an 
unjustified extension of statistical price comparisons. 

Mr. Bein’s conclusion No. 2.—‘There is relatively little correlation between 
fluctuations at retail level and those at the live price levels.” 

We believe that only a casual or biased scanning of the lower portions of even 
Mr. Bein’s charts could lead to that inference. Although in this case it should 
be obvious to the eye, there are generally accepted statistical procedures by 
which “correlation” may be measured mathematically, where “perfect correla- 
tion” would be indicated by a “correlation coefficient’ of 1.60, and ‘“‘no correla- 
tion” by a coefficient of zero. Using the identical 1956-59 monthly data plotted 
by Mr. Bein for retail meat values and for live prices unadjusted for byproducts, 
the following correlation coefficients were computed: For beef, 94 cents; for 
lamb, 56 cents ; for pork, 93 cents. 

These correlation measurements would no doubt be improved, particularly 
for lamb, if the live animal prices had been adjusted for pelt and other byprod- 
uct values before comparing them with the retail values of that portion of the 
animal (by weight less than half) that is retailed as meat. 

We believe that objectively viewed, Mr. Bein’s charts, the attached charts, 
or any more complete analysis, show high correlation between retail meat and 
live price fluctuations. 

Mr. Bein’s conclusion No. 3.—‘The packer has, in general, had a more favor- 
able situation in the last 12 months than earlier.” 

We do not believe that this is borne out by Mr. Bein’s charts, and certainly 
not by the attached charts of broader USDA series. Nor would we depend 
upon such price spread data to evaluate the packer’s situation. As Safeway has 
no meatpacking operations, we have no experience of our own that might be 
used to test this conclusion by Mr. Bein. 
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BEEP 


PRICES OF LIVE STEERS, RETAIL VALUES OF CARCASS CUTS OF BEEF, 
AND LIVE-TO-WHOLESALE & WHOLESALE-TO-RETAIL PRICE SPREADS 


Per 100 Lbs. Live Weight, By Months, Jan 1956-Sept 1959 


GROSS RETAIL MARGIN 


USDA's "US Average” 
Whsle-to-Retail Price Spread 
4 


New York City 
“Gross Retail Markup" 
(from Bein Chart) 





1956 1957 1958 1959 


GROSS PACKER MARGIN 


USDA's "US Average" 
Live-to-Wholesale Price Spread 


Adjusted for Byproduct Values 





COMPARISON OF LIVE PRICE OF STEERS (UNADJ.) 
WITH RETAIL COST OF CONSUMER CUTS OF BEEP 


3% 
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/ NYC Retail Value ~ 
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Sources: 
Solid Lines — Prom USDA's letter to us of 11/27/59, wrifying updated continuation of statistical 
ser. Published in USDA's “Beef Marketing Margins & Costs” (Misc. Pub. No. 710, published in Feb. 1956). 


See that publication for specific descriptions of markets, grades, weights, and adjustments for byproduct 
values. 


Dashed Lines -- From USDA's “Livestock and Meat Statistics” (Stat. Bull. No. 2 and 1 Supplement ; 
and 1959 Weekly issues of USDA's "Livestock Market News.” ane. = = 
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LAMB 


PRICES OF LIVE LAMBS, RETAIL VALUE OF CARCASS CUTS OP LAMB, 
AND LIVE-TO-WHOLESALE & WHOLESALE-TO-RETAIL PRICE SPREADS 


Per 100 Lbs. Live Weight, By Months, Jan 1956-Sept 1359 
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COMPARISON OF LIVE PRICE oF LAMBS (UNADJ.) 
WITH RETAIL COST OF CONSUMER CUTS OF LAMB 


| 
NYC Retail Value 
(Prom Bein Gert), 


Chgo Live Lamb Price (Unadj.) 
(From Bein Chart) »— 
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Sources: 
Solid Lines — From USDA's letter to us of 11/27/59, verifying updated continuation of statistical 
BeFTeT published in USDA's “Lamb Marketing Costs and Margins” (Marketing Research Report No, 159) 
published in April 1957. See that publication for specific description of markets, grades, weights, 


and adjustments for byproduct values, 


Dashed Lines -- From USDA's "Livestock and Meat Statistioe” (Stat. Bull. No, 230), and 1958 Supplement; 
am 


S59 Weekly tesues of USDA's “Livestock Market News,” 
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PORK 


PRICES OF LIVE HOGS, RETAIL VALUE OF PORK PRODUCTS, 
AND LIVE~TO-WHOLESALE & WHOLESALE-TO-RETAIL PRICE SPREADS 


Per 100 Lbs. Live Weight, By Months, Jan 1956-Sept 1959 


USDA's "US Average” 


New York City 
“Gross Retail 
(Prom Bein Chart) 





1956 1957 1958 i959 


GROSS PACKER MARGIN is J 
USDA's “US Average 

Live-to-Wholesale Price Spread 

Adjusted for Byproduct Values 
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Sources 
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TreNDS From LATE JUNE TO MID-NOVEMBER 1959 IN SAFEWAY’S DENVER RETAIL 
PRICES AND CARCASS CosTs FOR CHOICE BEEF AND LAMB 


During the November 16 and 17, 1959, hearings of this subcommittee in 
Denver, allegations were made that chains’ retail prices this year have not 
reflected declines in wholesale carcass costs and in live prices of cattle and 
lambs, particularly in the Denver area. Such charges were generally unsup- 
ported by documentation, except for purported evidence in (a) certain of the 
charts presented by Mr. Louis F. Bein, which were based on selected USDA 
series applicable to Chicago (live prices) and New York (wholesale and retail), 
and (b) references to an October 21, 1959, article in Cervi’s Rocky Mountain 
Journal. 

Qualifications of USDA’s estimates of average retailer and packer margins, 
and the apparent conflict in different USDA series that are at times used to 
measure margin trends, are discussed and documented in other sections of the 
material herewith submitted by Safeway. 

In this particular section, speeific evidence is presented regarding changes 
since late June of this year in Safeways’ retail prices and carcass costs for beef 
and for lamb in the Denver area. The attached documented account of price 
trends at retail, wholesale, and live show the following: 

(a) Safeway’s composite retail prices in Denver for beef and for lamb (which 
include the various carcass cuts in proportion to their weight yields from the 
earecass) generally reflected changes in wholesale carcass prices paid by Safeway 
and in live market prices. 

(b) There was no evidence of a general broadening of Safeway’s retail pric- 
ing margin on beef or on lamb in Denver. 

(c) There were, of course, week-to-week and within-week variations in retail 
prices of individual retail cuts, in composite retail prices for the carcass, and, 
therefore, in retail pricing margins on the carcass, even during periods of un- 
changed wholesale carcass costs. These reflected changes in supplies and in con- 
sumer preferences and the adaptation of retail price structures in order to 
achieve balanced carcass movement and thus prevent spoilage and waste. 

(d) The allegations that retail meat prices held steady in Denver despite 
declining live prices, and then that retail prices declined only after Mr. Cervi’s 
article in the October 21, 1959, issue of his Rocky Mountain Journal, are not 
supported by the facts. In the first place, contrary to the statements and im- 
plications in Mr. Cervi’s article, Safeways’ composite retail prices of beek and of 
lamb had already declined prior to that time in reflection of preceding carcass 
cost changes. 

And the further declines in retail beef and lamb prices following October 21 
were the results of (1) price specialing for sales planned before that publication 
date and (2) further downward adjustments of “regular” retail prices reflecting 
further declines in wholesale carcass prices following the publication date. 


CHOICE BEEF 
Late June to mid-October 1959 


At the end of June 1959, for example, Choice slaughter heifers in Denver were 
selling at about $28.25 per hundredweight, according to weekly averages of USDA 
daily quotations. By mid-October this live price had dropped to around $25.25, 
or a decline of about $3 per hundredweight live. Choice slaughter steer prices 
had dropped by less than $1.50 per hundredweight during this period. 

Safeway’s carcass costs for beef purchased in Denver declined from $44 per 
hundredweight carcass in late June (and through most of July) to $42 in mid- 
October. This drop of $2 per hundredweight carcass, with about a 59 percent 
carcass yield from the live animal, would translate into an equivalent of $1.18 
per hundredweight live weight basis. 

Safeway’s composite retail beef prices in Denver (weighting each of some 
20 consumer cuts by their respective yields from the carcass) declined from 7914 
cents per pound retail in late June to slightly under 75 cents per pound for 
weekend specials in early and mid-October weeks. The 4% cents per pound 
drop in weighted average retail prices, with a 75 percent yield of consumer cuts 
from the carcass, would be equivalent to a decline of about $3.40 per hundred- 
weight carcass, which in turn would be equivalent to $2 per hundredweight live. 


Mid-October to mid-November 1959 


USDA quotes show that following mid-October, Choice heifer prices in Denver 
strengthened slightly, then declined to an average of about $24.75 per hundred- 
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weight for the week ended November 14, a net decline of 50 cents per hundred- 
weight live from mid-October. Averages of Choice steer prices also declined 
by about 50 cents per hundredweight. . 

Safeway’s beef carcass costs in Denver declined $1 per hundredweight carcass 
from mid-October for deliveries received through the week ended November 21, 
a decline equivalent to about 59 cents per hundredweight live weight basis. 

Safeway’s composite retail beef prices dropped another 3 cents per pound 
from mid-October weekends to retail prices effective the entire week ended 
November 21, a decline at retail equivalent to about $2.25 per hundredweight 
carcass, which in turn would be equivalent to about $1.33 per hundredweight 
live weight basis. 

The following table illustrates the changes in Safeway’s retail prices for 
Choice beef that occurred during the foregoing periods : 


Typical Safeway retail prices for choice beef in Denver during this period 











Late June, Mid- 
week November, 
ended Mid-October, weeks ended Oct. 10 week 

June 27, and 17, 1959 ended 

1959 Nov. 21, 

1959 
T-bone steaks ie $1. 29 $1. 28 ($1.15 on Oct. 17 weekend) -_- $1.17 
Sirloin steaks -- aa ji 1.09 $1.05 ($0.95 on Oct. 17 weekend) _-_- | . 95 
Round steaks, full cut. ----- ‘ 6 .99 | $0.99 ($0.85 on Oct. 17 weekend) -_---- . 93 
Rib roast... ---- Ts ddebiidadadana te -79 | $0.79 __. _ 75 
Rump yeast: .............. ae .82 | $0.82 ($0.75 on Oct. 17 weekend) -_- oan 
ears: .65 | $0.62 ($0.55 on Oct. 10 weekend) --_- .49 
Lean prediced stew. ----.------------ . .79 | $0.79 ($0.75 on Oct. 10 weekend) --- 46 
Plate boiling beef_ son .17 $0. 17 ($0.09 on Oct. 10 weekend) -_---- 12 
Ground beef_- - . 59 $0. 57 ($0.49 on Oct. 10 weekend) --- . 55 
Weighted average retail 20 consumer | . 795 $0. 78 ($0.746 on Oct. 10 weekend) ___- .721 

cuts. | ($0.748 on Oct. 17 weekend) 


CHOICE LAMB 
Late June to mid-October 1959 


At the end of June 1959 choice slaughter lambs in Denver were selling at 
around $25 per hundredweight, according to USDA weekly averages of daily 
quotations for all weights. This live price then dropped irregularly to a mid- 
October average around $20.50, or a net decline of about $4.50 per hundredweight 
live. 

Safeway’s carcass costs for lamb purchased in Denver declined from around 
$50 per hundredweight carcass in late June to $41 per hundredweight in mid- 
October. This drop of $9 per hundredweight carcass, with about a 50 percent 
carcass yield from the live lamb, would translate into an equivalent of $4.50 per 
hundredweight liveweight basis (just about identical with the drop in actual 
live-lamb prices). : 

Safeway’s composite retail lamb prices in Denver (weighing each of some 12 
cuts by their respective yields from the carcass) declined from 81 cents in late 
June to about 68 cents in mid-October. The 13-cents-per-pound drop in weighted 
average retail prices, with an 86% percent yield of consumer cuts from the car- 
cass, would be equivalent to a decline of about $11.25 per hundredweight carcass, 
which in turn would be equivalent to $5.62 per hundredweight live. 


Mid-October to mid-November 1959 


USDA quotes show that following October, choice slaughter lamb prices in 
Denver steadied, until the week ended November 14 when they fell to around 
$18.75 per hundredweight, a decline from mid-October of about $1.75 per hun- 
dredweight. 

Safeway’s lamb carcass costs, also, held quite steady until purchases during 
the week ended November 21, which averaged $38.50 or $2.50 per hundredweight 
eareass lower than in mid-October—a carcass price drop equivalent to about 
$1.25 per hundredweight live basis. 

Safeway’s composite retail lamb prices dropped another 3 cents per pound 
from mid-October, to a weighted retail price average of 65 cents per pound 
during the week ended November 21. The 3 cents decline at retail would be 
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equivalent to about $2.60 per hundredweight carcass, which in turn would be 
equivalent to about $1.30 live weight basis. 

The following table illustrates the changes in Safeway’s retail prices for 
choice lamb that occurred during the foregoing periods: 


Typical Safeway retail prices for choice lamb in Denver during this period 


| | Mid-October | Mid-Novem- 











WOOO POs bis et ts el ber, week 
| week ended | l ended 
June 27, Week ended Week ended Nov. 21, 
1959 Oct. 10, | Oct. 17, 1959 
1959 1959 
| | | 
Leg of lamb : bas ee ; $0. 85 $0. 85 | $0. 87 $0. 79 
Small loin chops. -.-..-.. Sa 1, 45 1,19 | 1,09 1.19 
Rib chops-.- 1. 35 | 1.09 99 | 1.09 
Shoulder blade chops----- — . 89 | . 68 | . 08 . 65 
Shoulder roast _ _- . 69 | . 48 | . 48 - 45 
Neck, bone-in_- ; aed aol kee ae eb . 35 | . 25 | 25 25 
Breast __- : Gnean he dukes . 32 oaa | 22 .18 
Weighted average retail, 12 consumer cuts-. | . 809 . 684 . 673 | . 650 


FRESH PORK 


Because Safeway’s Denver division does not purchase pork in carcass form 
and because of the lack of live hog prices in Denver, it would not be meaningful 
to construct composite retail pork prices for comparison with wholesale carcass 


or live hog prices. Representative Safeway retail prices for fresh pork in Denver 
were as follows: 





Late June, Mid-No- 
week ended Mid-October, weeks ended Oct. 10, vember, 
June 27, 1959, and Oct. 17, 1959 weck ended 
1959 Nov. 21, 
1959 
Center-cut pork chops: 

Prom £10. 52-3 y- dj $0.85 | $0.87 ($0.75 on Oct. 3 weekend) -_______- $0.79 
From loin Teli .90 | $0.92 ($0.85 on Oct. 3 weekend) -_--_-_--- . 85 
Pork loin roast, center . 87 | $0.89 ($0.80 on Oct. 3 weekend) ay . 82 
Al Ghd ataldodenh abt iae. ners . 49 


MOOG iste tke han . 59 $0.60 


COMPARISON OF SAFEWAY RETAIL MEAT PRICES IN DENVER AND WASHINGTON, 
D.C. 


On page 12 of his statement (pp. 2311-2312 of the daily transeript), Mr. Louis 
F. Bein gave some comparisons of retail meat prices in Denver and Washington, 
D.C., which Mr. Bein submitted as “evidence” that “the benefits accruing from 
the chainstores’ ability to bargain are not being passed on to the consumer.” In 
particular, Mr. Bein’s citation of prices was intended to show that Washington, 
D.C., retail meat prices were moderately to substantially lower than those 
claimed to have been charged for the same items in purchases made in Denver 
area Safeway stores. In response to questions following his statement, Mr. Bein 
argued that Washington, D.C., meat prices should reflect at least a freight differ- 
ential over Denver. 

The facts are that the particular retail prices listed by Mr. Bein represented 
a grossly inadequate and selectively biased sampling of lamb, beef, and pork 
prices in Denver and in Washington, D.C. Moreover, there were certain errors 
in the prices alleged to have been effective in Safeway stores in the Denver area, 
and we find that some of the prices alleged to have been taken from Washington, 
D.C., ads were obviously not Safeway’s. In summary, the comparative schedule 
of prices so submitted by Mr. Bein give an erroneous and misleading picture of 
comparative retail meat price levels in Denver versus Washington, D.C. 

To correct the record and to permit a better understanding of retail meat 
pricing by Safeway, attached tables A and B show Safeway’s actual retail meat 
prices in Denver and in Washington, D.C., for the items and on the dates listed 
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by Mr. Bein. Prices of additional cuts of beef, lamb, and pork are included, 
and the comparisons are extended over the 2 or 3 weeks surrounding the spe- 
cific dates noted by Mr. Bein, in order to give a more adequate picture of Safe- 
way’s price levels for such cuts in the two cities. 

The attached tables of actual prices show that around the dates selected by 
Mr. Bein, Safeway’s retail prices for fresh lamb, beef, and pork were generally 
higher in Washington, D.C., than in Denver. Overall, these retail price differ- 
ences reflected higher wholesale carcass costs in Washington. The exceptions 
picked up by Mr. Bein were mostly where reduced prices for special sales in 
Washington, D.C., were compared with early-week or regular prices for items not 
on special at the time in Denver. Other instances of prices in Washington at 
about the same or lower levels than in Denver may be noted on certain hind- 
quarter cuts (leg of lamb, beef T-bone and sirloin steaks, for example), which 
in some east coast areas must be priced lower relative to other cuts than in 
Denver, to accord with consumer buying and attain balanced movement of all 
cuts from the careass through Safeway’s facilities. 

As stated by Mr. T. W. Henritze (pp. 2755-2757 of the daily transcript), it is 
important that all euts from the carcass be considered in making any unbiased 
or reasonably complete evaluation of meat pricing—the entire carcass must be 
moved into consumption in an orderly manner. In different market areas, 
differences in consumer demands and purchasing patterns (religious, traditional, 
and other differences) make it essential that different retail price structures be 
used for the various cuts from the carcass. The natural consequence is that 
the retail price differentials existing in two or more cities will frequently vary 
from item to item and from time to time. Moreover, it is important to recognize 
that in different cities (and among different retailers) there will be differences 
in the timing of advertising promotion and of price specialing of particular cuts 
and kinds of meats. 

Table A reveals the following facts regarding Denver versus Washington 
retail meat price comparisons in mid-October, which Mr. Bein stated were in 
effect on Tuesday, October 13, 1959: 


LAMB 
Rib chops 
Denver Safeway price on October 13 was $0.99, as listed by Mr. Bein. 
Washington, D.C., Safeway’s price on October 13 was $1.09. Price of $0.79 
listed by Mr. Bein from Washington ad was a reduced special price applicable 
to previous weekend of October 10, during a lamb sale and promotion. 


Leg of lamb 


Denver Safeway price on October 13 was $0.87, as listed by Mr. Bein. 

Washington, D.C., Safeway price on October 13 was $0.79 (one of the hind- 
quarter cuts referred to above). Price of $0.59 listed by Mr. Bein was effective 
during lamb sale the previous weekend. 


BEEF 
Rib roast 
Denver Safeway price on October 13 was $0.79, as listed by Mr. Bein. 
Washington, D.C., Safeway price on October 13 was $0.85. No Safeway ad 
price of $0.59, as listed by Mr. Bein, was in effect on October 13 or on preceding 
or following weekends. 


T-bone steak 


Denver Safeway price on October 13 was $1.28, as listed by Mr. Bein, but was 
reduced to $1.15 for October 17 weekend sale of cuts from the loin and the round. 
Washington Safeway price on October 13 and during the preceding and fol- 
lowing weekends was $1.15, as listed by Mr. Bein (another of the hindquarter 
cuts mentioned above). 
FRESH PORK 


Center cut pork chops from the rib 


Denver Safeway price on October 13 was $0.87 as listed by Mr. Bein. 

Washington, D.C., Safeway reduced special price on October 13, and during 
that entire week, was $0.69 as listed by Mr. Bein. Regular price in effect previ- 
ous week was $0.89. 
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Pork tenderloin 


Denver Safeway price on October 13 was $0.89 (had been specialed early the 
previous week at $0.79), not the $0.92 listed by Mr. Bein (who might have mis- 
takenly picked up center cut loin chops which were priced at $0.92 on October 
13). 

Washington, D.C., Safeway price on October 13 was $1.09, reduced to special 
sale price of $0.98 on October 17 weekend, in any event not the $0.75 listed by 
Mr. Bein. (Again Mr. Bein might have been referring to center cut pork loin 
chops which were marked down from $0.99 to reduced special price of $0.75 for 
October 10 week-long sale.) 

Table B similarly reveals biased selectivity and errors in Mr. Bein’s price 
comparisons under the heading “November 5, 6, and 7”: 


LAMB 
Leg of lamb 

Denver Safeway price November 5 to 7 was $0.83 (regular, not on special), 
rather than the $0.85 listed by Mr. Bein. 

Washington, D.C., Safeway price marked down for November 5 to 7 weekend 
lamb sale, from regular $0.79 price to reduced special price of $0.59, as listed 
by Mr. Bein. 

BEEF 
Sirloin steak 

Denver Safeway price November 5 to 7 was $0.99, as listed by Mr. Bein (regu- 
lar price that weekend while cuts from the chuck were being specialed, but 
reduced to $0.93 special for sale of cuts from the loin and the round the fol- 
lowing weekend). 

Washington, D.C., price November 5 to 7 marked down from regular $1.05 for 
special weekend sale at $0.99, as listed by Mr. Bein. 


Ground beef 


Denver Safeway price November 5 to 7, on special at $0.49, as listed by Mr. 
Bein. 

Washington, D.C., price November 5 to 7 was $0.53, not $0.49 as listed by Mr. 
Bein. A special reduced price of $0.49 the week ended November 7 was effective 
in four stores only, outside the District of Columbia. 


FRESH PORK 


Center cut pork chops from the rib 
Denver Safeway price November 5 to 7 was $0.83 (regular, not on special), 
as listed by Mr. Bein. 


Washington, D.C., price November 5 to 7 was $0.85, the $0.69 listed by Mr. Bein 
having been a reduced special sale price the preceding week. 
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TABLE A.—Comparison of Safeway retail prices, Denver and Washington, D.C.: 
Selected meat items, 2 weeks in mid-October 1959 


— eens = - — — = 2 





























Actual Safeway prices—Regular prices with spe- 
Prices listed by clals in parentheses; italicized prices agree with 
Mr. Bein on p. 12 those listed by Mr. Bein 
of his Nov. 16, 
| 1959 statement as | 
applicable to | Week ended Oct. 17, 
Tuesday, Oct. 13, | Week ended Oct. 10, 1959 (includes Tues- 
1959 1959 day, Oct. 13 date 
listed by Mr. Bein) 
' 
Denver | Washing-| Denver Washing- r Denver a Washing- 
jton, D.C. ton, D.C, | ton, D.C, 
ia 2 a | |. bs intend eens 
| | 
Lamb: | | | 
Rib chops eabatkamehee $0. 99 | $0.79 | $1.09 | $1.09(0.79)| $0.99 | $1.09 
RG ME 3 Sooo casa sake . 87 .59 | .85 |} .79( .59)| .87 , wae 
Shoulder roast_---....--.--.--- (4) (1) ; .48 } .59(.39)} .48 | .59 
Loin chops, small_----.-.-----| (1) (1) 1.19 1.45( .99)| 1.09 1. 45 
Loin chops, large - oat (1) (Q) | .99 | 1.05( .85)| 1.05 | 1.05 
Shoulder chops, arm See aeaee (@) (1) .78 |} .85(.59)| .78 . 85 
Shoulder chops, blade____-----| (1) | (1) i .68 | .79(.49)| .68 | .79 
Neck, bone in___- eal (1) (1) ee ee 19) | . a 
Lamb patties (ground) ___. (1) | (1) | .48 .59( .39)} .49 } .59 
Lamb kidneys esas cnel (1) (1) | .35 — | .35 |} .79 
Beef: t | | 
Rib roast ee é .79 2.59 | .79 } .85 an |} .85 
T-bone steak... 1, 28 | 1.15 | 1.28 | 1,15 | 1. 98(1.15)} 1.16 
Sirloin steak, bone in_____-- (1) (1) | 1.05 | 1.05 | 1. 05¢ - 95)| . 99 
Round steak, bone in (@) (1) ;} .99 1. 03 } .99( .85)} 1.07 
Chuck roast, blade, bone in._|_—(‘) (t) | .62(0.55)] .65 |} .62 | .65 
Chuck roast, arm, bone in | () (‘) | .72(.59)) .75 , ae | 75 
Plate boiling beef (‘) (1) "17( /09)| 129 i? . 29 
Boneless stew, prediced_- | (@) | 3) .79( .75)| .79 ae. . 83 
Ground beef, regular__-_.-- 7, bare eee gee .57( .49)| 53 | .57 53 
Beef kidneys Seeseenns ae ne eee . 30 | .39 | .3 | .39 
Beef tenderloin, sliced _ } () () | 2.59 | 2.79 | 2.59 | 2.79 
Fresh pork: | | 
Pork chops, center, rib | . 87 .69 | .87 i; .89 | .87 | ,89(0.69) 
Pork chops, center, loin (‘) | () | .92 | 199 . 92 | .99( .75) 
Pork tenderloin __- Bet 3.92 | 4.75 | .89(.79)| 1.09 . 89 | 1.09( . 98) 
Pork loin roast, centercut-...| () | (@) |. .89 | .93 | .89 .93( .73) 
Spareribs- | (1) | (‘) | .60 . 59 . 60 } .59 
Fresh ham, butt half oat (1) (1) - 8 69 Pe _ 
Fresh ham, shank half..-.----| () | (@) | .52 | .59 | .82 ae 
| 


1 Not listed. 

2? Washington, D.C., price listed by Mr. Bein of $0.59 for beef rib roast was not Safeway’s. Safeway’s 
Washington price was $0.85 week before and week including Oct. 13, 1959. 

3 Denver price listed by Mr. Bein of $0.92 for pork tenderloin does not agree with Safeway price of $0.89 
on Oct. 13, 1959. (Mr. Bein might have picked up Safeway’s Denver price of $0.92 for center cut pork loin 
chops.) 

4 Washington, D.C., price listed by Mr. Bein of $0.75 for pork tenderloin was not Safeway’s. Safeway’s 
regular price on Oct. 13, 1959 was $1.09, with an advertised special price that weekend of $0.98. (Mr. Bein 
might have picked up Safeway’s Washington advertised special price that week of $0.75 for center cut pork 
loin chops.) 
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“GROSS” AND “NET” PROFITS ON BEEF IN DENVER CUTTING DEMONSTRATION BY 
SAFEWAY FOR COLORADO CATTLEMEN 


In his appearance before the subcommittee on November 17, 1959, Mr. Robert 
T. Norris, a rancher in the Colorado Springs area, gave the following testimony 
(pp. 2758-2763 of the daily transcript) : 

(1) As a member of the Colorado Cattlemen’s Association, he assisted in an 
association “survey” to find reasons for what the subcommittee counsel termed 
the “drastic drops in cattle prices in this area in 1956.” 

(Incidentally, USDA monthly averages for Denver show that U.S. Choice 
live slaughter steer prices rose from a February 1956 low of $18.40 per hundred- 
weight to a September 1956 high of $27.67 and then seasonally declined to 
$21.09 for December 1956; U.S. Choice live slaughter heifer prices rose from 
$17.31 per hundredweight for February 1956 to $24.64 for September 1956, and 
declined to $20 for December 1956.) 

(2) That he participated in a tour of Safeway’s Denver meat warehouse 
and attended a demonstration where a full carcass of beef was cut up and 
priced out. 

(Although Mr. Norris stated that the Association’s “survey” took place in 
the fall of 1957, this tour and demonstration occurred in November 1956.) 

(3) He stated that it was his “understanding” that the carcass-cutting 
demonstration revealed a ‘“‘net profit” of $15 for the half carcass, or $30 for 
the whole carcass, representing a “net profit * * * greater than 10 percent 
on that careass.” When asked by the subcommittee’s counsel, Mr. Norris 
said that it was his understanding that the alleged “net profit” was “after 
including the cost of the carcass, the cost of handling it, the cost of retailing, 
and everything else in the way of cost incurred by Safeway.” 

Mr. Norris presented no documentation at the November 17, 1959, hearings 
to substantiate these claims and figures, but promised to submit the exact 
“chart,” date of the demonstration, and further pertinent information to the 
subcommittee for incorporation in the record, and to Safeway for checking. 

As of December 7, 1959, Safeway had received no such documentation or any 
other communication from Mr. Norris. From Safeway’s own records, we have 
established the following facts, which substantiate and supplement the state- 
ments made by Mr. T. W. Henritze regarding the results of the cutting demon- 
stration about which Mr. Norris testified : 

1. In response to Safeway’s invitation and as Safeway’s guest, Mr. Norris— 
along with about 45 other cattlemen—indeed attended a 2-day meeting held in 
Denver on November 18 and 19, 1956, primarily for the benefit of the board 
of control and marketing committee of the Colorado Cattlemen’s Association. 
At this meeting Safeway representatives gave detailed explanations of Safe- 
way’s policies and practices in the buying, warehousing, and retailing of meats 
in the Denver area. The meeting also included a tour through Safeway ware- 
housing and retailing facilities and a cutting demonstration on a 278-pound side 
of a U.S. Choice beef carcass. 

2. Results of that cutting demonstration are shown on the attached “chart,” 


copies of which were given to the cattlemen in attendance. Summary figures 
are as follows: 








Equivalents 
Attached WL EY 
chart given | 
to cattlemen Per full Per hundred- 
(278-pound | untrimmed weight 
side) carcass untrimmed 
(556 pounds) carcass 
Total yield (retail cuts plus salvage). -...._....-.---------.--- $125. 79 $251. 58 $45. 25 
CASON COE ode ics creas Bay ceeesd) bystaeil. wash ced penash 105. 64 211. 28 38. 00 
Guewspabaet) de nie corto to pris yt Doles Sas 190.15 | 140 30 | 17,25 


116 percent of total yield. 


The’ following points are of particular significance and relevance to these 
cutting demonstration results and to Mr. Norris’ recollection of them: 
(a) The chart clearly labeled the figure of $20.15 for the 278 pound side 


(which would mean $40.30 for the full carcass) as “gross profit” not “net 
profit.” 
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(b) As discussed more fully in another section of our submission to the 
subcommittee (see “yield chart for lamb, based on Saturday, November 14, 1959, 
prices in Denver’), no carcass yield-chart actually measures, nor should it be 
construed as measuring, actual “gross profit” realized or realizable in the 
retailer’s handling of fresh meat cuts derived from the carcass—even though 
the term “gross profit” is loosely used in trade parlance and was so used here. 
Carcass yield charts indicate “initial pricing margin” only, in Summary manner, 
between “composite retail price” and carcass cost—and cannot possibly reflect or 
account for the effects of special prices, or for aging and retailing shrinkage, 
spoilage, or other losses, or for movement of the various cuts in proportions 
different from their respective weight yields from the carcass, particularly 
during special price sales. 

This was explained to the cattlemen at the meeting in Denver on November 
18 and 19, 1956, along with the fact that no one carcass was average or 
typical, and that hundreds of carcasses are cut periodically to derive average 
yields for the construction of yield charts actually used as pricing guides by the 
Denver division. 

If anything, the particular carcass used in the Denver demonstration was 
apparently somewhat “wasty,” which necessitated a greater proportionate trim 
and hence a lower yield-chart computation of gross profit than normal. U.S. 
Choice beef carcass yield charts used in Denver at that time, with prices that 
particular week, would have shown a so-called gross profit (actually an “initial 
pricing margin’) of around 21 or 22 percent. Application of that week’s prices in 
Denver to a statistically simplified and consolidated Safeway standard yield 
chart (generally representative of countrywide Safeway cutting and trim- 
ming of U.S. Choice beef) would have shown a 241%4-percent carcass margin. 
This was about in the middle of the 21 to 29 percent range which application 
of this so-called Safeway standard chart showed in week-to-week analyses of 
choice beef pricing in Denver in late 1956 and early 1957. (And, incidentally, 
about that same range was observed in a recent check of the weeks covering the 
mid-June to late November period this year, 1959. ) 

(c) In view of the fact that the yield chart for the November 1956 Denver 
cutting demonstration for cattlemen showed a $40.30 per full carcass, or 16 per- 
cent gross profit (which was explained at the time as not really even a gross 
profit), it is hard to rationalize Mr. Norris’ understanding that the demonstra- 
tion showed, and Safeway officials confirmed, a net profit on the carcass of over 
$30, or 15 percent. 

No yield chart can possibly measure or indicate whatever net profit is realized 
in the handling of carcass meats. Moreover, we simply do not know how to 
determine net profits from the retailing of a specific item, or a group of items 
such as those cuts derived from a carcass of lamb or of beef. So we certainly 
would not have stated any net profit figure—even as an approximation—in a 
carcass-cutting demonstration for cattlemen. 

Good business judgment dictates that “initial pricing margins” (based on 
eareass yield charts) should be established in a manner that is calculated to 
yield a total realized gross profit which will be adequate to cover a proportion- 
ate part of the expenses of warehousing, delivery, and retailing, plus a reasonable 
net profit. However, we do not know of any conclusively reliable or accurate 
way in which to allocate and prorate the various expense totals among the 

varieties of meats. Therefore, we cannot and do not attempt to estimate “net’’ 
for any particular variety of meat. 

Just the costs of direct labor, within the meat departments only of Safeway’s 
Denver division retail stores, for example, ran about 7 percent of meat depart- 
ment sales in late 1956 around the time of the demonstration. (Incidentally, 
retail journeyman meatcutter base wage rates in our Denver stores rose from 
$2.08 per hour in 1956 to $2.52 per hour currently, or a 21-percent rate increase 
even before broader fringe benefits.) A percentage pro rata assignment of such 
meat department direct labor cost ratios to the handling of carcass beef would 
not allow for the fact that breaking and trimming of carcass cuts of fresh meat 
require more labor time, of the higher, skilled type, than would the handling, for 
example, of a canned ham. Direct labor in the retail meat department is, of 
course, only a portion of total labor required in the handling of meats at the 
warehouse receiving dock, in the aging rooms, cutting rooms, in trucking to 
stores, cutting and wrapping in the stores, and the checking, bagging, and carry- 
ing out the customers’ meat purchases by other store employees. Of course, labor 
is only one of the many expenses of the warehousing, delivery, and retailing of 
meats along with other foods. 
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So, even if one were to accept the 16 percent in the beef-cutting demonstra- 
tion aS a gross profit (which it was not, nor was it claimed to be), and then 
were to deduct only a 7-percent ratio (inadequate) for direct retail store meat 
department labor expense alone, the remainder of 9 percent would still be many 
times greater than any reasonable net profit ratio for handling beef. We know 
of no method by which we or any other food retailer can determine with any 
reasonable degree of accuracy his net profit ratio resulting from the handling 
and sale of any item, including carcass beef or any other perishable and highly 
competitive fresh meat. 


Carcass U.S. Choice grade beef 


(278 pounds: Cost, 38 cents; total cost, $105.64] 








Retail cuts Weight | Retail | Total 
} | price | price 
Beef shank___- ce $n ad ....| 2 pounds 6% ounces_-------- | $0. 45 $1. 08 
Boneless brisket an al dosdbcéncadvilwececceeth @ pea oe ‘ . 69 3. 25 
Beef plate___._---- ; laa in 2 _....----| 8 pounds 1% ounces. - a 1. 38 
5-rib roast___---- aomes mat : 10 pounds 13 ounces .79 8. 55 
Short ribs__- ; ewan 4 ‘ ..-..---| 6 pounds % ounce_---.- 87 | 2. 24 
Pe ee OD, «hak cho ike ct _...| 5 pounds 84 ounces a . 79 | 4. 36 
Arm roast SP aisindedaak eee Reiaiaccdatas es | | . 59 | 4. 80 
Chuck roast ee aa ‘ 7 : .| 33 pounds 5 ounces aot "49 | 16. 31 
Boneless beef stew iceaeauee sidGiovectsdenaee | 2 pounds 11!4 ounces . 69 | 1. 88 
Cube steak tcdaem tien ube keeetek : .| 1 pound 15'% ounces_---- . 99 | 1.95 
Ground beef-_--- rel ‘ ; bxacheus 44 pounds 4 ounces . 38 | 16, 82 
Fat ee ; ae _| 50 pounds ; 03 1. 50 
Dee..:.: == : 2 31 pounds 2 ounces | 01 .32 
Shrinkage___- Likes . - ' Included below Raat ake 
Kidney ies ea 11 ounces__- — ; | .19 13 
Flank steak__- ES : ; ee 1 pound 4% ounces__- aan 97 1. 25 
Sirloin tip mall eee ott <5 8 pounds 5 ounces_---.----- 99 | 8. 23 
Sirloin steaks juan tiwitde aseseed eet 11 pounds 3 ounces- ------ at - 99 | 11.09 
T-Bone and § cuts_. ini atarimiip pee ...| 12 pounds 10 ounces_ ---- | 1.19 | 15. 03 
Rump roast___- : 10 pounds 1114 ounces. ------} 75 | 8 03 
OUMN ONUNN 6625255 st 5562. cand 5 | 13 pounds. -- oot cs| .79 | 10. 28 
yi ot eee ee Bia ees Se ..----| 1 pound 9% ounces__-------- | 89 1. 43 
Heel round roast_------ Se ee ...---------| 7 pounds 13% ounces. - - - | . 75 | 5. 88 
Ground beef-- ane pnacuasanccweness < Included above aaa . 38 
Feil sitix dW hoaeccauclbinds dab ace eeeeoe ees a elaan dint aoa en sete | . 03 |- 
at toby ds hinged once smecet baeee ahs nplaeaes = i oaks ; ategste .O1 |-- 
ee RE EES a sossunietltea sscasihw tik «EE SE nn sacneakslnn abedean Fo. 
Total vield__- Siete ; ; Se es tee eaten oniinen SEAS. | 125. 79 
COI ONE oi... ooo LAS isd ec AS. 2 0 Ie ok SELES, as Baas 5. oe | 105. 64 
IN IN clits cockitin win cceldanccsttcee dea ja iicethdste anes ouqs Sees buaglabosou Masa 20. 15 
| | 





116.03 percent. 


YIELD CHART FOR LAMB BASED ON SATURDAY, NOVEMBER 14, 1959, PRICES IN 
DENVER 


On pages 13 and 14 of his statement (pp. 2312-2314 of the daily transcript), 
Mr. Louis F. Bein presented a description and. mathematical application of a 
eareass yield chart for lamb, which he submitted “to further point up the 
abnormal markup of meat in the Denver area.” Mr. Bein described as a 
“shocker” his computation of “a markup of 85.9 percent in a business that 
prides itself in serving the consumer.” In summary, his computations showed 
the following: 


Average cost 





per pound, 50- Total 
pound carcass 
(cents) 
A. ‘*Total retail income”’_-_-_----- isla iene tases ates taioeeaviinAch eee ae 71.6 $35. 80 
B. ‘‘ Estimated cost’’__-_-- is * = = peace 38.5 19. 25 
C. “Gross retail spread in dollars’. ___.-_-_-- st a aha a : 33. 1 16. 55 
D. ‘‘Gross retail markup from cost’’...........-------- _.....--percent- s 85. 97 








A. “Total retail income” was derived by Mr. Bein by applying retail prices 
claimed to have been charged when the various cuts of lamb “were bought from 
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the counter of a major chainstore in Denver on Saturday, November 14, 1959,” 
to weight yields of those cuts from the carcass which Mr. Bein said were 
taken from “the USDA statistics on meats.” 

As stated by a Safeway representative (pp. 2710-2711 of daily transcript) on 
November 17, the retail prices used in the yield chart were not Safeway’s. 

Safeway in Denver does not even list or handle some of the items shown on 
the chart. And for those items on the chart that are handled by Safeway, not 
one price was Safeway’s retail price in Denver on Saturday, November 14. 

However, matching up as closely as possible Safeway’s prices for comparable 
or related items, the weighted total (using the carcass yields stated) would 
mathematically figure out to $33.18, or $2.62 less than the $35.80 Mr. Bein 
termed “total retail income” for the 50-pound lamb carcass. 

B. Mr. Bein then used an “Estimated cost” of $19.25 for the 50-pound carcass, 
based on an alleged Record Stockman quotation of 3814 cents per pound the 
preceding week. 

We have been unable to verify this quotation, or the weights or grades to 
which it might apply. But Safeway’s eost for U.S. Choice lamb carcasses pur- 
chased in Denver during the week ended November 14, as in each of the two 
preceding weeks, averaged 401% cents per pound. On a 50-pound lamb carcass, 
that would mean a $20.25 cost, or $1 greater than the $19.25 “Estimated cost” 
used by Mr. Bein. 

(Safeway was not able to purchase U.S. Choice lamb at the 38% cents per 
pound carcass price cited by Mr. Bein, until the week ended November 21—or 
two full weeks following that to which Mr. Bein said the Record Stockman 
quote applied. ) 

C. As a result of these lower average retail prices and higher carcass costs— 
when using Safeway’s actual prices compared to those cited by Mr. Bein, and 
still using his carcass weight yields—the difference termed by Mr. Bein the 
“Gross retail spread in dollars” is cut by $3.62 per 50-pound lamb, from the 
$16.55 cited by Mr. Bein to $12.93 using Safeway prices. 

D. Expressing his $16.55 per 50-pound lamb “Gross retail spread in dollars” 
as a percentage “Gross retail markup from cost,” and using a cost of $19.25 per 
50-pound lamb. Mr. Bein computed the 85.97-percent “‘shocker’—which would 
indeed “shock” any food retailer. As customarily figured in retailing—per- 
centage of sales value rather than of costs—this “Gross retail markup” would be 
stated as 46.2 percent. Further adjusting for Safeway prices rather than those 
cited by Mr. Bein—but still using the same weight yields—would reduce this 
“Gross retail markup” to about 40 percent. 

But even these figures for “retailing gross spread and markup” are inordi- 
nately high—for Denver or for any other area with which we are familiar. 
‘The reason appears to be in the particular weight yield charts used by Mr. 
Bein—attributed by him to USDA but unknown to us in USDA publications— 
which appears to overweight the higher valued cuts. 

Safeway’s prices for lamb in Denver on November 14 were therefore applied 
by us against two other weight yield charts, which are based on actual carcass 
cutting tests by Safeway, with the following results: 

(1) A simplified, composite chart of the same general type cited by Mr. Bein 
(consolidating all trimmings, salvage, and waste and adding them to retail 
values), considered “generally typical” of Safeway’s countrywide cutting and 
trimming practices, and used for statistical purposes only, showed the following: 





Per hundred- 
weight Per 50-pound 
untrimmed lamb carcass 
carcass 


Composite retailer ‘‘returns”’ 
Wholesale carcass cost 


Initial pricing margin or spread 
Percent of retailer ‘‘returns’’ 


(2) The lamb carcass yield chart actually in use by Safeway’s Denver division 
(which treats initial warehouse breaking salvage as credits to cost rather than 
additions to retail returns, and is broken down by primal cuts for billing purposes 
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and then resummarized as a total for trimmed carcass cuts sent to stores), showed 
the following: 





Per hundred- 
weight Equivalent 
trimmed per hundred-| Equivalent 
carcass (94.15 weight per 50 pound 
percent of | untrimmed | lamb carcass 








untrimmed carcass 
carcass 
weight) 
Total retail yield_----- bs steeped tact ix eg eppuees cabin ipod eden arabes $59. 34 $55. 87 $27.94 
Net cost (after salvage credits) --.-..-...-.--------------------- 43. 43 40. 89 20. 44 
CRORE TEs isin nc eno ges tan agesscnenesneneneses 15. 91 14. 98 7.50 


Percent of retail yield........-.......-------2----2-----0---~<e 26.8 26.8 26.8 





(Upon request, these detailed yield charts and computations will be submitted 
for the subcommittee’s confidential use and files. ) 

These yield charts based initial pricing margins for Safeway (otherwise 
termed “gross retail spreads” or at times improperly termed “gross profits” even 
in the food retailing industry) indicate that Mr. Bein’s figures and statements 
were grossly overstated and misleading. Ona 50-pound lamb carcass: 

Mr. Bein claimed a $16.55 retailing markup or 85.9 percent (on cost). 

Safeway statistical chart: $8.65 retailing markup or 29.9 percent (on re- 
tail). 

Safeway Denver chart: $7.50 retailing markup or 26.8 percent (on retail). 

A week-by-week check of the records from mid-June to later-November of this 
year, with regular retail prices not allowing for specials, disclosed that the 
charts actually used in the Safeway’s Denver Division have showed a range from 
a 22 percent to a 29 percent gross initial pricing margin or markup on lamb, 
which is by no stretch of the imagination indicative of what Mr. Bein termed 
“an abnormal markup of meat in the Denver area.” 

There is a final and critically important point which must be borne in mind 
in considering yield-chart computations—a point often not understood or appre- 
ciated by those not closely connected with the retailing of fresh meats: 

Yield charts are used as a pricing guide or check by retailers. 

They are indicative only of overall composite initial pricing margin or whole- 
sale-to-retail price spread. 

They implicitly assume actual movement of the various retail cuts at the 
full retail prices listed, and in their exact proportionate yields from the carcass. 

Yield charts therefore cannot and do not allow for markdowns, spoilage, 
returns, pilferage, etc., that cut into the retailer’s initial pricing margins. 

Nor do yield charts allow for the known fact that specialed cuts typically 
move in much greater relative volume than their proportionate yields from the 
carcass. 


Thus, yield charts do not measure gross profits actually realized by retailers 
in the handling of meats. 


EFFECTS OF LOS ANGELES GROCERY CLERKS’ STRIKE Upon CATTLE AND BEEF 
SUPPLIES AND PRICES 


On pages 18 and 19 of his statement (pp. 2322-24 of the daily transcript) 
Mr. Louis F. Bein gave an undocumented report of what happened to supplies 
and prices of beef at the time of the January 1959 strike of grocery clerks in 
Los Angeles. Mr. Bein said this information was given to him personally by 
“reliable persons.” 

i re summary, Mr. Bein recorded the following information as having been told 
o him: 
1. Prior to the strike, Los Angeles area cattle feeders were disturbed that 
with many chainstores closed, meat would become difficult to move and 
the price would break. 


: 2. To the contrary, independent grocers absorbed all supplies and moved 
it into consumption. 


43519—60—pt. 3——-15 
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3. During the strike, “packers were able to raise the wholesale price of 
carcass beef from $48 per hundredweight to $51,” with the market “described 
as lively,” and “the cattle feeders enjoyed the benefits of the raise.” 

4. Upon settlement of the strike after about 3 weeks, feeder optimism 
about further activity in prices upon the chains coming back into competi- 
tion was short lived, with wholesale beef dropping back to $46 per hundred 
weight. In fact, the price started breaking the instant the chainstore buyers 
entered the market. 

5. During this period there was neither appreciable change in volume 
of beef moved or change in the price to the consumer. 

This report of stable supplies during the strike, stable consumer prices, higher 
wholesale prices, and benefits to feeders, does not agree with USDA reports on 
eattle and beef markets during that period or with other information received 
by Safeway. 

Attached are excerpts from official reports on the Los Angeles livestock market 
and wholesale meat trade, as published jointly by the U.S. Department of Agri- 
culture (Agricultural Marketing Service) and the California Department of 
Agriculture (Bureau of Market News). Highlights of the situation, according 
to these reports, include the following : 

(a) After depressed levels of cattle marketings and slaughter during the 
Christmas and New Year holiday period, Federal inspected slaughter of 
cattle in Los Angeles rose to about preholiday levels during the week ended 
January 10, 1959 (first full week of the strike). But thereafter, Federal in- 
spected slaughter of cattle dropped off through the week ended January 
24 (third full week of the strike). Return to more normal cattle supplies 
and slaughter occurred during the January 31 week, when settlement of 
the strike was announced. 

Thus, the strike period was hardly one that could be described as stable 
with respect to volumes of beef marketed. Moreover, the official market 
reports indicated that problems of erratic marketing and slaughter were com- 
pounded by irregularity of stocks in packer coolers. (See attachment.) 

(b) Wholesale beef carcass prices, as reported by the Federal State 
Market News Service, indeed rose during the first couple of weeks of the 
strike—with sharper advances than had been observed on gradually 
strengthening markets prior to the strike. But carcass prices then declined 
during the remainder of the strike period. Mr. Bein referred to a rise from 
$48 to $51 per hundredweight—which figures can be documented as the 
range between the inside (low) and outside (high) for 500 to 600 pounds 
choice steer carcasses on January 6. Using regularly published weekly aver- 
ages of daily quotations for this weight and grade, wholesale carcass prices 
rose from an average of $46 for the January 3 week in which the strike be- 
gan, to $50 for the January 17 middle week of the strike, but then declined 
to $49.12 for the January 31 week, during which the strike was terminated. 
The weekly average did not decline to $46 per hundredweight cited by Mr. 
Bein until the week ended February 21, following which it again rose with 
more normal trade channels and marketing. 

The most important point about these dressed carcass price quotations is 
that they reflected and represented a shift to higher cost channels of distri- 
bution during the strike period. That is, the high quotations for whole- 
sale carcass beef during the strike were applicable to what the Federal 
State Market News described as the distributive trade or distributive basis. 
This simply means that distribution and therefore prices were limited to the 
relatively high-cost store-door delivery and servicing by packers of indi- 
vidual retail stores, and the quotes did not include lower-cost and therefore 
lower-priced one-stop volume deliveries to chainstore warehouses. 

(c) That feeders benefited from the bulge of $4 per hundredweight in 
wholesale dressed carcass quotes during the strike is questionable. With 
earcass yield about 60 percent of the live animal, a $4 per hundredweight 
increase in dressed carcass price might be expected to be accompanied by 
about a $2.40 per hundredweight advance in live prices, were it not for the 
shift to higher-cost distribution channels. Live market quotes on 900 to 
1,100 pound choice steers actually rose only about $1 per hundredweight the 
first full week of the strike, and then dropped back to around prestrike 
levels by the time the strike was terminated. 

Reliable documentation of the effect of the strike upon consumer prices is 
impossible. The Bureau of Labor Statistics publishes general averages of mid- 
month, early week retail prices, for just four cuts of beef. But these are rec- 
ognized as “too blunt an instrument” for testing the effect upon consumers of 


PaaS ES 
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the sort of a situation with which consumers were confronted during the strike in 


Los Angeles. 
them. 


Such BLS price averages would not allow for specials or lack of 
Nor would they adequately compensate for customer inconvenience, or 


for grade and trim differences that existed during the strike. Although we can 


bs not now document it, reports to Safeway indicated rather widespread “gouging” 
of consumers during the strike, in terms of inflated retail prices, upgrading, 
lesser trim and similar practices by some of the retailers that operated during 


that period. 


- Excerpts relating to cattle and beef from Federal-State Market News Service 
reports (published by USDA-AMS and California Department of Agriculture- 
Bureau of Market News) on the Los Angeles livestock market and wholesale 
meat trade—Period including January 2-28, 1959, strike of grocery clerks in the 


Los Angeles area 


Week ended Dec. 27, 1958 (prestrike).--..............-.-...-- 
Wholesale meat trade report, Dec. 23: ‘‘Steer (slaughter) 
was fully adequate for a typical pre-Christmas trading 
with negotiations between the retail clerks and large chain- 
stores a depressing factor at the present time and limiting 
forward buying to a bare minimum.” 
Week ended Jan. 3, 1959 (strike began Jan. 2)._.....__-_.-__- 


holiday trade in dressed beef was accented somewhat by 
the threat of a strike against retail food chains, causing packers 
as well as retail buyers to avoid building cooler stocks to normal 
proportions. However, the short supply of slaughter cattle 
was barely adequate even for curtailed requirements and 
trading early this week was generally at fully steady levels 
in all sections.”’ 

Wholesale meat trade report, Dec. 30: ‘Negotiations 
between retail clerks and market operators were limiting the 
demand and movement with buyers reluctant to buy ahead. 
Stocks were fairly well depleted as the deadline for the 
strike drew near.”’ 

Week ended Jan. 10, 1959 (1st full week of strike) _......__- bas 

Wholesale meat trade report, Jan. 6: ‘‘ Due to the strike 
and lockout of the retail clerks, the bulk of the deliveries 
were on a distributive basis, with the bulk of the independ- 

ents able to supply the bulk of the consumers by increasing 
help and inaugurating longer work hours.”’ 

Livestock market report, Jan. 7: ‘‘In somewhat of a 
forced trade, slaughter steers sold unevenly steady to $1 
higher, with small packers in the forefront in trading, 


apparently in an effort to meet an unusadal demand stimu- | 


Jated bv the strike and lockout situation in retail food 
marketing.”’ 

Livestock market report, Jan. 8: ‘‘Weekly summary: 
There was substantial increase in local cattle marketings 
compared with the preholiday period last week, but local 
supplies were 34 percent short of the corresponding period 
a year ago. Market supplies at major Midwest terminals 
followed a similar pattern, except that the decrease from 
last year equaled less than 10 percent * * *. The entire 
local slaughter cattle trade was strongly affected by a strike and 
lockout affecting upward of 22 percent of the retail food 
establishments in the Los Angeles metropolitan area, in- 
cluding many which did heavy volume in meats. There 
was somewhat of a shift in the meat wholesaling pattern, 
with some of the larger packers forced to cut back produe- 
tion, while some of the smaller packers increased produc- 
tion to meet expanded demand from smaller independent 
retailers and multiple-shop outlets. The net effect was a 
sharply higher trend in both the live cattle and wholesale 
meat trades, sending live cattle prices to the highest levels 
since late 1952.” 


Wholesale meat trade report, Jan. 8: ‘‘Choice steer beef | 


under 600 pounds was still in small supply while other 
steer carcasses were moderate but about adequate for a fair 
distributire trade mostly; Good steer was the most plentiful 
due to the strike and lockout closing a large portion of the 
markets that sells Good beef.’’ 


Livestock market report, Dec. 30: ‘The typically quiet | 
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Ezcerpts relating to cattle and beef from Federal-State Market News Service 
reports (published by USDA-AMS and California Department of Agriculture- 
Bureau of Market News) on the Los Angeles livestock market and wholesale 


meat trade—Period including January 2-28, 1959, strike of grocery clerks in the 
Los Angeles area—Continued 


[Emphasis supplied] 








Weekly averages of daily quotations 
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Live Choice | Choice steer | inspected 
steers, 900 to| carcasses, slaughter 
1,100 pounds | 500 to 600 of cattle 
pounds 








Per hundred- | Per hundred- | Number of 


weight weight head 
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Livestock market report, Jan. 13: ‘‘ Following an active 
trade all last week and a farily active session on Monday, 
buyers today became conspicuous by their absence. There 
was a little inquiry for High-Good and Choice, under- 
1,050-pound steers, but little demand for heavier weights and 
little if any under-1,075-pound steers and yearlings in 
small lots sold barely steady, major share of the steers sup- 
ply went wnsold as trading dragged to a virtual standstill. 
Lower prices were strongly indicated but not measurable due 
to lack of sales.”’ 

Wholesale meat trade report, Jan. 13: ‘‘Coolers were 
still in rather good condition, although a few more steer 
carcasses remained unsold at the end of each trading ses- 
sion the past couple of days. Choice under 600 pounds 
was still the most limited. * * * Most sales continued ona 
distributive basis due to negotiations between retail clerks nad 
large chain operators in the Los Angeles area deadlocked 
and no settlement in sigiit.”” 

Livestock market report, Jan. 14: ‘‘ Fresh arrivals of 
steers and heifers were insignificant as most of the salable 
oiferings were carried from earlier this week. Tuesday’s 
movement having been very limited in a dull trade * * *. 
Action in steers and heifers was improved over Tuesday, 
but largely at prices figuring 50 cents to $1 lower than 
Monday.” 

Livestock market report, Jan. 15: ‘‘Weekly summary: 
Cattle marketings generally were expanded considerably 
over the previous week, with numbers practically equal- 
ing those for the corresponding period a year ago. Lo- 
cally, the increase measured abovt 40 percent over last 
week to prodnce one of the largest runs in several months. 
Last week’s sharp price advances doubtless acted as a magnet, 
drawing an increased supply of cattle to this center trom out of 
State. The local steer supply was the largest since last suwm- 
mer***, After opening the period steady, slaughter steers 
and heifers did an about-face, dragging to a virtual standstill 
on Tuesday, and by Wednesday declines ranging 50 cents 
to $1.50 had heen enforced, most sales at and after midweek 
showing a full $1 decline from a week ago.” 

Wook Gite Jai. D0; 1008: . . 5.0 os ace 28. 62 49. 00 13, 690 

Wholesale meat trade report, Jan. 20: ‘‘Coolers were 
still fairly well filled, with packers being forced to reduce 
production this week on account of fairly large accumula- 
tions. * * * Trading was slow for most all carcasses and 
cuts of beef, with the retail clerks and employers negotia- 
tions still stalemated and no settlement in sight.” 

Livestock market report, Jan. 22: ‘* With part of the retail 
food markets still closed by labor difficulties, demand in the 
wholesale meat trade was slow, this being reflected in the live 
end when trading at no time developed more than just mod- 
erate action. Steer and heifer prices generally held about 
in line with late last week at levels ranging 50 cents to 
$1.50 lower than the recent high time. * * * The rather 
slow trade all week resulted in daily carryovers, but num- 
bers on hand as this was written were reduced to a tolerable 
volume.”’ 

Wholesale meat trade report, Jan. 22: ‘“‘ Beef supplies on 
hand continued liberal, some coolers displaying the largest 
numbers of unsold carcasses than at any time since the first 
of the year, with demand at the present time narrow and 

movement slow. * * * Most packers were currently 
limiting production due to large cooler stocks.” 
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Eacerpts relating to cattle and beef from Federal-State Market News Service 
reports (published by USDA-AMS and California Department of Agriculture- 
Bureau of Market News) on the Los Angeles livestock market and wholesale 

meat trade—Period including January 2-28, 1959, strike of grocery clerks in the 

Los Angeles area—Continued 
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Week ended Jan. 31, 1959 (strike terminated Jan. 28)_.--...... 

Livestock market report, Jan. 26: ‘With ample supplies 

of dressed beef reported in local wholesale coolers and still no 

settlement in the retail food labor situation, demand for steers 

and heifers was rather limited; this, coupled with strong 

asking prices, giving the entire trade a slow appearance. 
Prices were weak to little changed from late last week.” 

Livestock market report, Jan, 27: ‘‘With trade channels 
pretty well filled with beef at all levels, demand for slaughter 
steers and heifers was at a low ebb; in fact, inquiry for such 
cattle was on a very small scale and actual selling today 
was too limited to provide an adequate test of prices.”’ 

Livestock market report, Jan. 28: ‘‘Demand improved 
somewhat on news of a settlement in the retail food labor 
situatien,”’ 

Livestock market report, Jan. 29: ‘‘As the week opened, 
most local packer coolers were well stocked with dressed 
meats of all kinds, deliveries having been curtailed due to 
the continuation of the labor situation in the retail food 
trade, but a midweek settlement of the labor dispute signaled 
a return toward a normal marketing pattern. hus, the en- 
tire live cattle trade was rather slow paced during the fore- 
part of the week, and, even with smaller than normal sup- 
plies, competition from the buying side was restricted. 
Sellers were hard put to realize steady prices in steers and 
heifers * * *. Opening of the food markets failed to pro- 
duce much additional activity, since substantial advance 
buying on the part of local packers earlier this year and late 
last year gave packers a substantial backlog of finished 
cattle to draw on.” 

Wholesale meat trade report, Jan. 29: “‘ With the opening 
of the major chains in the Los Angeles metropolitan area, 
trading was accelerated to some extent but fell below the 
expectations of most vendors. Production has been in- 
creased to some extent, with supplies at the present time 
moderate but about adequate for most all needs. Some 
deliveries were made, as early Tuesday and fairly large de- 
liveries Wednesday gave most chains a sufficient stock for the 
opening after 28 days.”’ 

Week ended Feb. 7, 1959 (ist full post-strike week) ....----..-- 

Livestock market report, Feb. 2: ‘‘ Local cattle supplies 
today were roughly double last Monday’s run and slightly 
larger than for the same day last year. * * * On sale 
locally was the largest supply of steers in several months, 
with over 60 loads on offer and the major share coming 
from out of State.” 

Week ended Fay Oh, 1000 iss. cas oa 2 esi thy je ov 

Livestock market report, Feb. 12: ‘‘ Weekly summary: 
Local cattle supplies this week were down nearly 40 per- 
cent from last week and a year ago. * * * Several factors 
were thought to have influenced the reduction locally. 
For one thing, feedlots in the area are currently short of 
finished cattle ready to market, and, in addition, some 
substantial rains pen. pve the area doubtless delayed 
marketings of cows and stocker- and feeder-type cattle. 
The beginning of Lent also may have influenced the slow down 
in marketings as well as a slow and lower trend in dressed 
beef.’’ 

holesale meat trade report, Feb, 12: ‘‘ As in the past, 
the beginning of the Lenten season was supposedly limiting 

the consumer demand to quite an extent.”’ 
Week ended Feb. 28, 1959_____-- I ee 

Wholesale meat trade report, Feb. 26: ‘‘ California tar 
day nert Monday had a tendency to limit trading.” 

WRU I I TI Since dann cen ccnc cn caccceseeiese- 

Wholesale meat trade report, Mar. 12: ‘‘ Higher replace- 
ment costs this week figured in the stronger price trend 

at wholesale.” 
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RETAIL AND FARM VALUES OF CEREALS AND BAKERY PRODUCTS 


During this subcommittee’s November 17, 1959, hearings in Denver on matters 
concerning the livestock and meat industry, the chairman of the subcommittee 
requested that Safeway comment on a chart, “Average prices received by farmers 
for wheat and retail prices of cereals and bakery products, 1947 through 1958,” 
which was previously submitted as part of the testimony of Mr. Angus McDonald 
of the National Farmers Union at the hearings held on June 22 and 23, 1959. 
The chart appears on page 214 of the printed transcript of those hearings. 

We have the following major criticisms to make of Mr. McDonald’s chart: 

1. In our opinion, the two series shown on this chart are not comparable. Thus 
there is little, if any significance in relating the two series. The chart implies, 
however, that there should be a direct relationship between the prices farmers re- 
ceive for wheat and the retail prices of cereal and bakery products. However, 
the ingredient value of flour and other farm products used in the manufacture 
of cereal and bakery products is generally only about one-fifth of their total re- 
tail price. Wheat alone would represent an even smaller share. It should there- 
fore not be expected that the price of wheat should be a dominant factor in the 
trend of retail cereal and bakery goods prices. If so, this would indeed be a 
classic example of the tail wagging the dog. 

The following example may be an oversimplification, but we believe it will 
serve to illustrate the relative importance of wheat flour prices to the retail 
prices of cereals and bakery products. Let’s assume a loaf of bread costs 20 
cents at retail. Based on USDA figures the cost of flour in this item would run 
about 15 percent or 3 cents. If we further assume that the price of wheat flour 
were to decline 50 percent, and all other costs were to remain unchanged, the 
total costs and therefore the indicated retail price of this item should be about 
1% cents less, or drop about 7% percent. In other words, in our illustration, it 
required a 50 percent decline in wheat flour prices to effect a 714 percent de- 
cline in the retail price of the bakery item. The same situation would be true 
on the upside, a 50 percent rise in wheat flour would cause only a 714 percent 
rise in retail. 

Actually, prices of wheat flour do not show, in a short period of time, the large 
changes we have assumed in the above example. Minor price fluctuation would 
in actual practice have little effect on the price of most finished cereal and bakery 
items. For example, a 10 percent change in wheat flour prices would indicate 
only 1144 percent change at retail. This would amount to less than one-third of a 
cent on a 20-cent item. 

Based on these findings it is our opinion that comparatively little significance 
ean be attached to Mr. McDonald’s chart, if its intent is, as we assume, to show 
that changes in the price of wheat to the farmer are not reflected in comparable 
changes in retail prices of cereal and bakery items. 

2. Our second criticism of Mr. MeDonald’s chart is that it is selective in the 
period covered and as a result gives a distorted picture of the relationship be- 
tween wheat prices and retail prices of cereal and bakery products. 

We are all aware of the wide swings in prices of agricultural products during 
wartime. The price of wheat, for example, rose from a 1935-39 average of 81 
cents per bushel to a high of $2.29 in 1947, a rise of nearly 200 percent. (The 
retail price average of bakery and cereal items gained only 55 percent during that 
same period. ) 

Therefore, if a base period is selected when the price of a particular product, 
such as wheat, is at an abnormally high level, the obvious result will be a sharp 
decline in subsequent periods of adjustment to more normal supply-demand rela- 
tionships. This is, as we know, what happened to wheat prices, and due to 
our tremendous increase in production, prices would have gone much lower had 
it not been for the farm price support program. 

However, the conditions which caused wheat to decline sharply in price sub- 
sequent to 1947 did not affect retail prices of processed or manufactured goods. 
In fact, the postwar period was one of sharply rising production costs, especially 
for products where the labor factor was important. As a result, prices of cereals 
and bakery goods (which as we have already indicated are based more on changes 


in costs of labor, rent, transportation, etc., than on costs of ingredients), showed 
a rising trend. 


an 
ba 
tir 
19 
M: 


th 


O1 


ge 
co 


as 
du 
pr 





SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 1299 


Therefore, if a comparison is to be made between wheat prices on the one hand 
and the retail price level of cereal and bakery goods on the other, we feel that a 
base period should be selected when prices were not abnormally affected by war- 
time conditions. Such a period often used to show prewar relationships is the 
1935-39 period. We have therefore compared the same two series as shown by 
Mr. McDonald, but carried them back to 1935. 

We have plotted these data on two different charts (both attached), one using 
the 1947-49 base and the other the 1935-39 base. 

In chart A we have used the 1947-49 base, the same one used by Mr. McDonald. 
On it we have outlined by a dashed-line insert box the particular period of time 
covered in Mr. McDonald’s chart. It is immediately apparent that the reader 
gets an entirely different impression when looking at just the period of time 
covered by Mr. McDonald than when the whole time period from 1935 is viewed. 

In our chart B we have plotted the same data, but have used the 1935-39 period 
asa base. From this chart it is easier to see how wheat prices increased sharply 
during the war years, greatly outdistancing the trend in retail cereal and bakery 
prices. However, as of 1958 the two series were again at about the same level. 

Thus, even though we do not believe that the two series are comparable, and 
a comparison between the two has little significance, we still find that over a 
longer period of time the two series have shown about the same overall increase. 

The fact that the two series in our chart B are at about the same relative 
levels now as in 1935-39, means that the “farmer’s share” of the consumer’s 
dollar spent for cereal and bakery products is also about the same now as it was 
in 1935-39. We checked the USDA studies of “farmer’s share” for cereals and 
bakery products and found that in 1935-39 the “farmer’s share” averaged about 
21 percent. For the past 3 years, 1956-58 the comparable average was 20 per- 
cent. (Figures on “farmer’s share” are from USDA’s publication, “Farm-Retail 
Spreads for Food Products,” Miscellaneous Publication No. 741, and from later 
data published by USDA in the “Marketing and Transportation Situation.” ) 
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CHART A 
PRICES RECEIVED BY FARMERS FOR WHEAT 
AND 
RETAIL PRICES FOR CEREAL AND BAKERY ITEMS 
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CHART B 
PRICES RECEIVED BY FARMERS FOR WHEAT 
AND - 
RETAIL PRICES FOR CEREAL AND BAKERY ITEMS 
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Mr. Roosrvett. Now, as long as I am also on this subject, I think 
it would also be proper at this point to call your attention to the state- 
ment that Mr. Bein makes on page 13 of his statement, beginning a 
little beyond the middle of the page, where it says: 

The value of all the cuts is then added, and this sum tells us what the chain 
store is receiving for a lamb carcass, or $35.80. Going to the Record Stockmen, 
which I assume is a publication— 
for a quotation for carcass prices for a week ago, when this lamb in all prob- 
ability was procured, we find that this cost the retailer $19.25, thus allowing 


him $16.55 for his efforts. The shocker is that this represents a markup of 85.9 
percent in a business that prides itself in serving the consumer. 


I think it would be important for you to make some comment 
relative to that statement. 

Then if you will turn to page 14—Mr. Bein says if you care to make 
a comment on that now, we would be glad to have you do so. But I 
wanted to extend to you the courtesy of time to study that. 

Mr. Wipe. Yes, sir. 

Mr. Roosrvett. Would you prefer to do that? 

Mr. Witpre. We would. I would like to read a statement that has 
been prepared by Mr. Baumgart, if I may, that has to do with Mr. 
Bein’s testimony, regarding the yield chart on page 14. 


Mr. Roosrvetr. Well, now, Mr. Baumgart has not been sworn by 
this committee. 


Mr. Wipe. He is here. 


Mr. Roosever. If you want him to come forward as a witness and 
swear him, or else if you want to read it in behalf of the company and 
testify that this is on behalf of the company, I will be happy to have 
you read it. 

Mr. Wipe. I will read it on behalf of the company. The source 
of the statement is Mr. Baumgart. 

It refers to the yield chart on lamb, page 14, of Mr. Bein’s testi- 
mony. 

Mr. Bein’s yield chart showed a gross retail markup of 85.97 per- 
cent from cost, which would convert to 46.20 on selling price as nor- 
mally figured in food retailing. The retail prices shown were not 
Safeway’s. Our own November 14 retail price and carcass costs ap- 
plied to the same yield chart, would show a 38.2 percent gross retail 
markup on sales. 

The particular yield chart used by Mr. Bein appears to overly 
weight higher priced cuts of lamb. Applying Safeway prices and 
costs to another hypothetical yield chart of the same general type 
shows a 32.3 percent gross retail markup on sales. The yield chart 
actually in use by our Denver division, based on cutting tests with our 
own trim, showed a 26.8 percent gross profit on sales. 

Although used as general guides in retail pricing, no yield chart 
will show actual gross profit or income realized from the sale of lamb. 
Any yield chart assumes movement of the various cuts in accordance 
with their God-given portions in the animal, whereas consumers tend 
to concentrate their purchases on what they feel are the better valued 
cuts. This is especially true on weekends, when movements of cuts on 
special far exceed their proportionate yields from the carcass. 

The result is that actually realized gross profits in retailing are 
smaller and at times substantially below yield chart margins. 
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Mr. Roosrverr. Well, now, I appreciate that that is an argument 
addressed to that particular chart. Mr. Wilde, may I say in answer 
to it that these figures in the first place, as submitted by Mr. Bein, he 
did not say they came from Safeway. He said that they came from 
cuts of lamb which were bought from the counter of a major chain- 
store in Denver on Saturday, November 14. Obviously there may be 
some difference between that chainstore and your operation. 

And he only used it to drive home the particular point, which I 
think you have reinforced, in spite of the arguments for it, that there 
is a large markup which does not, under normal circumstances, jibe 
with the claim that you are operating on practically no markup at all. 

Now, I would call your attention, further 

Mr. Wiper. Pardon me, Mr. Chairman, I am not familiar with 
any statement having been made by us that we are operating at prac- 
tically no markup at all. 

Mr. Roosrevert. Well, let us say at the lowest possible markup. 
That statement has been made on behalf of the national chainstores 
before this committee many, many times, and in public also. 

Would you also, sir, refer to page 16 of Mr. Bein’s statement that 


certain overall items are worthy of consideration in looking at these 
charts: 


1. The retailer has in all three cases managed to expand his portion of the 
consumer dollar. 


2. There is relatively little correlation between fluctuations at the retail level 
and those at the live price levels. 


3. The packer has in general had a more favorable situation in the last 12 
months than earlier. 


The question I would like to put to you also refers to his comment 
on page 16: 


Safeway Stores is not at the moment integrated to the extent that many other 
chainstores are. During World War II and shortly afterward, Safeway ac- 
quired several packing plants and fed a considerable number of cattle. Directly 
after the Korean war, this portion of their operation was liquidated. While 
it is fairly common knowledge that there was pressure from the Department of 
Agriculture to do this, there was also the reason that they could accomplish 
the same procurement results by a technique of buying— 
which he then goes on, as the testimony was heard yesterday, to detail. 

The committee would like your specific—if you would prefer to 
refer it to the proper officials of the company—your specific comments 
as to that portion of Mr. Bein’s testimony. 

Mr. Wipe. We will be glad to do so. 

Mr. Roosrvetr. And I would particularly further request that you 
answer the specific question as to why, inasmuch as it has been pos- 
sible for you to operate without being directly integrated into the 
packing end of the business, whether you feel without this buying 
practice you have detailed on page 17, there are any reasons why a 
chainstore must be in the packing end of the business. 

Do I make myself clear ? 

Mr. Wupe. I understand what you mean, Mr. Chairman, but I do 
not see that that is any concern of ours, as to whether another chain 
should be in the packing business or not. 

Mr. Roosevett. Let me put it differently, then. Is the committee 
correct in its assumption that you are able to carry on a satisfactory 
operation, as far as Safeway Stores is concerned, without being in the 
packing business? 
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Mr. Wize. That is my understanding of the situation. 

Mr. Roosrvett. I just wanted your comment on it. 

Mr. Wipe. We disposed of what packing plants we had acquired 
previously. That will be brought out in Mr. Mathews’ statement. 

Mr. Roosrvett. All right, sir. 

Now, you have a further statement? 

Mr. Wixpe. Yes; I have one more, if I may. 

Last but not least, I want to refer to and make some remarks about 
the Denver Post consumer analysis survey that was referred to at 
the San Francisco hearings last week, and that has been referred to 
at these hearings in Denver. 

The Denver Post survey is what might be referred to or labeled as 
a popularity poll as the respondents are asked to indicate where they 
buy most of their groceries. 

Now, if you will turn to page 21, the top of that page is labeled 
“Grocery Buying Habits” and then they list the questions asked, such 
as “Where do you buy most of your groceries?” and “On what day 
are most of your groceries bought ?” and then below, on that same page, 
they have a tabulation that 1s headed “Grocery Store Preference,” 
and it gives the preferences that are indicated by those who responded 
to the survey. 

Now, if you will turn to page 12, there appears on that page the 
following statement : 

In using the 1959 consumer analysis, it is important that results are inter- 
preted solely on the basis of brand preference. No attempt should be made to 
analyze the findings in terms of sales volume. 

And on page 121, the following statement appears in bold type at 
the bottom of the page: 


Findings in the Denver Post consumer analysis survey should be interpreted 
solely on the basis of brand preference. No attempt should be made to analyze 
the results in terms of sales volume, as the respondents are not asked quantita- 
tive questions on frequency or amount purchased. 

Now, we regard this survey as being valuable from the standpoint 
of showing what stores or what particular types of stores are popular 
or their relative standing, from a popularity standpoint, among con- 
sumers in this particular area. 

However, a survey of this type does not disclose the share of the 
retail food business for any operator, and should not be used as such. 
The most valid method we know of for estimating a given retailer’s 
share of business in an area is by comparing the retailer’s sales volume 
with U.S. business census data for that particular area, subject to such 
adjustments as may have to be made, depending upon the date on 
which the last business census was sondineted. 

Now, based on the preliminary business census data for 1958, the re- 
sults of which have just been released, we estimate on that basis, and 
taking into consideration only the Denver metropolitan area consisting 
of the city and county of Denver, and the counties of Adams, Arapa- 
hoe, and Jefferson, that Safeway’s 1958 volume in that area represented 
slightly less than 28 percent of the total retail foodstore sales in that 
area. 

Mr. MacIntyre. Mr. Wilde, as you have very aptly stated, one of 
the ways of getting precisely at this would be to take the dollar volume 
of your company in this area and put it against the census figures for 
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the area. Will you supply the committee on behalf of your company 
with its dollar volume of sales, retail sales, in this area for teh year 
1958 ? 

Mr. Wipe. Yes. 

Mr. MacIntyre. And let us get away from estimates. 

Mr. Wipe. Yes; we will. 

Mr. MacIntyre. That would be one way of determining it. 

Mr. Wupe. It would be on a confidential basis, with the understand- 
ing that the data submitted would not be included as a part of the 
record of the transcript. 

Mr. Roosevett. I think, Mr. Wilde, that the committee would 
agree not to use the actual figures presented, but I think that it 
would be perfectly proper as a result of the actual figures to have in- 
cluded in the committee’s report or public record the percentage 
which it shows you do control. 

Mr. MacIntyre. Now, you stated 28 percent. The Denver Post 
survey shows a different percentage on the basis on which it was 
made. So if your figures should show a percentage figure or one 
that could be resolved to a percent, you do not consider that con- 
fidential, do you. 

Mr. Wue. I have already stated it—it is in the record. 

Mr. Roosevett. But that is your estimate. 

Mr. Wipe. That is our estimate based on that census data. 

Mr. Roosrvettr. We can get exactly at it by having the figures. 

Mr. Wipe. These percentages for 1957 and 1958 that are in this 
Denver Post survey are consumer preferences. They are not based on 
purchases or quantities purchased by the consumers. 

That completes my remarks, Mr, Chairman. I appreciate the op- 
portunity that you have afforded to me. However, off the record, I 
would like to say 

Mr. Roosevetr. Wait a minute, we cannot have it off the record. 

Mr. Wipe. All right, on the record. 

You will understand why I asked that. I think eggs are rather 
closely related to meat, and I would like very much to read that egg 
statement. 

Mr. Roosrvetr. Well, I am sorry we cannot do it at this time. But 
I would appreciate it also, Mr. Wilde, if you would—as long as you 
are examining the previous hearings of this committee—go back to 
page 214 of the printed hearings, part 1, volume 1, held in Wash- 
ington, D.C., on June 22 and 23, which you have alluded to, and 
look at the chart, the average prices received by farmers for wheat 
and retail prices of cereal and bakery products. Look at the tremen- 
dous increase in the retail price of cereal and bakery products, and the 
almost continual decline of prices received by farmers for wheat, 
which I think you will agree is the basic ingredient in cereal and 
bakery products. 

And if you want to explain that chart to us, too, we will be happy 
to have you do so. 

Mr. Witpe. In my reference to Mr. Pexton’s statement, Mr. Chair- 
man, I was talking about the livestock producers’ share of the con- 
sumers’ meat dollar. 

Mr. Roosrvett. I appreciate that. But you also brought up eggs. 
And as long as you brought up eggs, let us include cereal and bakery 
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products, particularly bread, and look at that chart and give us what 
is wrong with that chart. 

Mr. Wipe. We originally said 2 weeks. With these added bur- 
dens, I do not know. 

Mr. Roosevetr. I will give you 3 weeks. You see, we are very 
reasonable. 

Mr. Wipe. Well, the holidays are here, though, Mr. Chairman. 

Mr. Brown. Mr. ‘Chairman, as I understand it this information 
is going to be in the form of a statement to be incorporated in the 
record. 

Mr. Roosrvetr. That is correct. 

Mr. Brown. Now, will there be a chance to write letters back and 
forth or file a rebuttal or something, if anybody wants to file a re- 
buttal ? 

Mr. Roosrvett. I can simply say the printed record, anybody want- 
ing to comment on the printed record is certainly free to do so. And 
the committee will then exercise its judgment as to whether at a 
future time it prints an additional record in order that the rebuttal 
may be in. Obviously we cannot go on with rebuttal and rebuttal 
forever. But within reason, we will be very glad to have anybody who 
has a reasonable and factual comment to make to doso. 

Mr. Witpe. What we have in mind, Mr. Chairman, is a rebuttal. I 
believe what Mr. Brown has in mind isa surrebuttal. 

Mr. Brown. I guess so. I am not sure I understand the technical 
language. But I may have some questions. 

Mr. MacIntyre. Mr. Chairman, perhaps I might make a suggestion 
now on that. In order to avoid the development in the direction that 
this is apparently going, may I suggest that Mr. Wilde be required in 
the presentation of the statement to present his facts on affidavit on 
behalf of his company, and arguments that he would have separately 
and not be subject to the affid: avit, so that they will be separate, and 
everyone will recognize what is an ‘argument and what is a fact. And 
if it is submitted by his company in an affidavit, then it would be 
accepted by the committee for its record as if he had presented it here 
through his witnesses under sworn testimony here today. That is one 
way of straightening that out, I believe, Mr. Chairman. 

Mr. Wipe. I would like to have that clarified, Mr. MacIntyre. I 
have been listening to testimony and statements given and made to this 
subcommittee in the early part of October, from Monday through 
Thursday of last week. Many statements have been received from 
time to time without any documentation. I am not saying that as a 
matter of criticism. I am simply stating that as a matter of fact. I 
do not know whether we can do this in the time allotted, 3 weeks, with 
the affidavit. You have to have some information and knowledge to 
make an affidavit. 

Mr. Roosevett. Let me just cut this so we can proceed. It will be 
considered that whatever statements you submit are submitted as if 
they were under oath, because they will be included as part of this 
printed record. Therefore, as long as we have a clear understanding 
that whatever you submit, whether they be facts or argument, they are 
submitted under oath, in view of the fact that this testimony is under 

oath. 

Mr. Wipe. Well, it might be necessary to qualify some of them on 
information and belief—when you get facts from outside sources. 
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Mr. Roosevett. That is all you have to say, as you would standing 
up before me now. 


Mr. Wipe. Yes, sir. 


Mr. Mathews, the gentleman on my left, has a statement he would 
like to read to the committee on the subject of meat procurement by 

Safeway in the Denver area. 

Mr. Roosrevett. Mr. Mathews, will you proceed, sir. 

Mr. Matuews. Safeway wishes to describe and explain briefly to 
this subcommittee its policies and procedures in the procurement of 
meat in the Denver area. We also wish to take this opportunity to 
correct several inaccurate statements concerning Safeway which ap- 
pear in the record of the subcommittee’s hearings held in Washing- 
ton, D.C., on June 22 and 23, 1959. 

Safeway maintains a retail division headquarters and distribution 
facilities, including a meat warehouse, in Denver, Colo., which serve 
the approximately 148 retail stores within its Denver division which 
are located in the State of Colorado and portions of the States of 
Wyoming, South Dakota, Kansas, Nebraska, and New Mexico. The 
procurement, w arehousing, and retailing of meats in its Denver divi- 
sion, similar to those in Safew ay’s other retail divisions, are charac- 
terized by a decentralization of authority and responsibilities. For 
the most part, operating methods and decisions are determined at the 
local level in order best to adapt to the particular local situations con- 
cerning the availability of supplies, channels of distribution, and 
retail competition. 

Based on their experience with the movement at retail of various 
meats at prevailing competitive prices and knowledge of local pat- 
terns of consumer demands and purchasing charac teristics, our indi- 
vidual retail stores in our Denver division regularly submit. their 
meat requirements in the form of store orders to our retail division 
office in Denver. That office recaps the orders so received and then 
passes them along to our meat buying department manager in Denver, 
who in turn buys from various su pliers to meet those requirements. 
This meat buying department office in Denver operates essentially 
upon a local basis to meet local needs. 

Thus, Safeway’s procurement of meats is not “centralized buying” 
in the usual sense of that term. Safeway’s buying of meats is very 
much decentralized—with a number of buying offices at various 
points (including meat buying department branches and those retail 
division offices which directly handle their own procurement of 
meats). We have a “centralized” headquarters office organization for 
the training of our buyers, the general supervision of their buying and 
the receipt and distri ution of nationwide market news information. 
This arrangement differs materially from one that would call for 
“centralized” determinations to be made of what meats and how 
much are to be bought, as well as when and from whom such pur- 
chases are to be made. 

Our meat buying department office in Denver, similar to the other 
branch offices of that department, buys on what has come to be known 
as an “offer and acceptance” basis. The essential characteristic of 
this method of buying is that the determination and naming of his 
offering price is left entirely up to the ee A further descrip- 
tion of how this principle is actually carried out in buying operations, 
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plus additional relevant information regarding our procurement of 
meats in the Denver area, is given in the attached excertps from a 
speech made by the undersigned on August 4, 1959, to a group of 
agricultural marketing specialists from surrounding States in Lara- 
mie, Wyo. These are the excerpts in the speech given by myself at 
Laramie, Wyo., on August 4, 1959. 

(The excerpts referred to are as follows:) 


BUYING PROCEDURES AND OPERATIONS 


Now, let’s talk about Safeway’s buying and selling policies, especially beef. 
First, let us explain our policies. 

1. It is a company policy that all buying shall be handled in a manner credita- 
ble to the company and constructive to the meat industry. 

2. It is Safeway’s policy to guarantee the eating quality of all meat products 
handled in our meat sections. 

8. The company accepts and promotes the idea that honest identification of 
quality to the consumer is in the interest of the producers, consumers, and 
Safeway. 

4. It is company policy in pricing meats at retail to give the customer the 
lowest possible prices consistent with the cost of the product and the cost of 
doing business. 

5. Safeway buyers shall deal fairly with all suppliers in purchasing supplies. 

6. Never disclose one supplier’s price quotations to another. 

7. Refrain from sharp practices or chiseling tactics. 

8. Pay prevailing market prices for all commodities, taking into considera- 
tion the following factors: Grade and quality, quantity and method of sale, and 
delivery. 

Safeway buys on the basis of specification: These specifications are presented 
in booklet form and are given to all suppliers from whom we purchase. 

Before outlining these specifications, I think it important that we clarify the 
term “specification buying.” In recent months the words, “specification buying” 
have been used by some as though they were something new in meat buying and of 
questionable merit. Actually quality-minded retailers have been using specifica- 
tion buying for many years. 

In years gone by the good buyer for a quality retailer had his own specifica- 
tions which he passed along to his supplier in order to get the kind of meat he 
wanted. His supplier was constantly aware of the specifications and delivered 
meat within those specifications or he lost the business. In recent years the use 
of specifications may have become more widespread, but even more noticeable 
has been the trend to printing and publishing the specifications. 

We have used our own specifications for a long time, but only in recent years 
have we formalized them and put them in printed form for distribution to 
suppliers. 

Without Government grading we would have more specifications. 

As stated before we purchase our beef, lamb, veal, and calf from suppliers 
operating under USDA inspection or its equivalent and our specifications are a 
repetition of Government grades which we believe to be the most practicable 
measure of quality both from procurement and retail standpoint. 

Suppliers wishing to offer meats contact our offices each day to submit their 
offerings. These offerings are recorded on an offering form. The offering form 
calls for the supplier’s name and location; date of offering: date delivery can be 
made; quantity offered, weight range, and supplier’s offering price. 

Requirements for meat products are given to the buying office daily by the 
retail department from retail market orders and warehouse supplies. 

Selections of what suppliers offerings to accept and how much of each, are 
made by the manager on the basis of quantity, quality, weight range, the sup- 
plier’s price and ability to make delivery when required. All offerings are ac- 
cepted or rejected on their own merits as related to our requirements and 
competitive offerings. After offerings are selected, the orders are placed with 
suppliers by telephone, giving the suppliers date of delivery and a purchase 
order number. 

After the order is placed with a supplier verbally, it is confirmed in writing. 
The supplier’s copy of the purchase order is mailed the same day to insure 
its receipt before date of delivery. 
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A copy of the purchase order is also mailed to the meat warehouse, te be 
used when product is received, so terms of purchase are understood by all 
concerned. The warehouse receiving copy is not priced because we do not 
believe it the best interest of the company, or the supplier to have these prices 
become public knowledge. 

I want to say that all purchases are made on the basis of prices offered by the 
suppliers. The supplier quotes the prices in all cases. The meat we purchase is 
the property of our suppliers and it is the supplier who puts the price on it, not 
Safeway. 

Mr. Avery. I wonder if I could intervene there just a moment, a 
Mathews. Would you comment on what you mean w hey you say ‘ 
purchase the beef” and so on “from suppliers operating under U SDA 
inspection or its equivalent.” I did not know there was any equivalent 
or any other kind of inspection that was recognized in the trade. 
That is on page 2, paragraph 4. 

Mr. Marnews. We in the Denver area purchase only from USDA 
inspected plants. 

Mr. Avery. I assume that that was the case in every instance. 
That is what aroused my curiosity, about what that “equivalent” 
meant. 

Mr. Maruews. We might add here, it is equivalent—it may be from 
the the Denver State purchases, which can be purchased from State 
inspected plants. 

Mr. Avery. You havea State inspection, do you, here? 

Mr. Matnuews. No, we buy from USDA inspection. However, the 
State of Colorado in the market locations throughout the State—— 

Mr. Avery. That was my question. In the State of Colorado there 
is such a thing as State inspected meat ? 

Mr. Matuews. Yes. 

Mr. Avery. And graded ? 

Mr. Maruews. In some places I think they have a grade. 

Mr. Avery. Well, that is interesting. You will agree the customer, 
when he sees “Choice” stamped on there, he immediately assumes that 
is U.S. Department of Agriculture grade, and any other grade to the 
contrary would be misleading. 

Mr. Marnews. Grading stamps are different, I know that. 

Mr. Avery. You know that, but the customer does not. 

Mr. Maruews. They may have their own name, which would not 
be USDA inspection. 

Mr. Avery. All right. Let’s don’t belabor it. I just wanted to 
understand what you ‘Meant. 

Mr. Maruews. That is perfectly all right. Now back to page 2, 
the bottom of the page—— 

Mr. Roosevett. Before you do that, Mr. Mathews, let me just state 
that of course both Mr. Bickel and Mr. Bein did make the flat state- 
ment that you required the packer to give him an offering. And you 
specifically in this denied that. Is that “correct # 

Mr. Matuews. I did not quite get your question. 

Mr. Roosrvetr. Do I understand your testimony correctly that you 
are specifically denying that Safeway requires the packer to give you 
an offer? 

Mr. Matuews. No. 

Mr. Roosevetr. You donot. All right. 

Mr. Maruews. They make offerings, yes. Buyers make offerings. 

Mr. Wuper. I think he meant the packers make offerings. 

43519—60—pt. 3 —16 
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Mr. Matruews. The packers make offerings. 

In addition to this brief description of our meat buying policies and 
procedures, we wish to correct the following inaccurate statements 
concerning Safeway’s meat procurement policies and practices in the 
Denver area which were included in the statement made and the testi- 
mony given by Mr. George L. Bickel, assistant to the president, Rocky 
Mountain Farmers Union, as reported in the printed transcript of this 
subcommittee’s June 22 and 23, 1959, hearings in Washington, D.C. 

1. The following statement appears on page 219 of the transcript: 

* * * Safeway * * * are engaged in practices of varying degrees of avoiding 
the competitive terminal market * * * through contractual arrangement with 
large feeding operations of the State * * * 

The facts are that Safeway conducts no livestock slaughtering, feed- 
ing, or growing operations—in the Denver area or in any other area 
of the country—either directly through ownership of such facilities 
or indirectly through contractual or other interests in such operations. 

Mr. Roosrtvetr. Mr. Mathews, if I may interrupt you, your state- 
ment there does in no way contradict the statement made in the record. 
There was no statement, from what you quoted, which said that at any 
time you did—which states that you do have livestock slaughtering 
or feeding or growing operations. It does not say that. 

Mr. Wipe. Mr. Chairman 

Mr. Roosevetr. There is an implication that Mr. Bickel had made 
that statement. He did not make that statement. 

Mr. Wipe. There is certainly in my mind, and there was in the 
minds of others who read it in our organization, the impression that 
Safeway was engaged in the procurement of livestock on the hoof. 

Mr. Roosrvetr. The record has no such statement, and the commit- 
tee did not take it to mean that. I do not want to let the record stand 
that in the minds of the committee there was any such understanding 
from the statement which you have tried now to correct. 

Mr. Witpe. Mr. Chairman, at the bottom of page 218 of the tran- 
script, it refers to packing operations and livestock buying—at the 
top of page 219. I feel that in the context of the record that impli- 
cation is apparent on its face. I beg to differ with you, but that is 
the way we took it. And whether it was just justified or not 

Mr. Roosevett. You are referring to what sentence on page 218, sir ? 

Mr. Wipe. Beginning at the bottom of page 218, Mr. Chairman, 
and continuing over to the top of page 219. And then down in the 
next to the last paragraph on 219, where it says: 








Safeway will call the market and say, “We are willing to pay for a thousand 
head of fat steers 25 cents on this morning’s market.” 

Mr. Roosevett. Where does that say in any sentence, in any words, 
that Safeway is conducting livestock slaughtering ? 

Mr. Wixpe. Why would we be buying steers if we were not going to 
slaughter or feed them ? : 

Mr. Roosrvett. I understood this to mean you were buying car- 
casses. 

Mr. Witpe. He was talking about a thousand head of fat steers, 
“25 cents on this morning’s market.” I think the 25-cent price would 
not be the dressed-carcass price. 

Then, Mr. Chairman, if you will please refer to the testimony at the 
bottom of page 218 and the top of 219, where they are talking about 
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other packinghouse operations, I feel that the context justifies the im- 
pression that we gained, coupled with this next to the last paragraph 
on page 219. 

Mr. Roosrvett. I gather from that—Mr. Bickel says: 


No; the Capital Packers in the Denver market sells by contract to Safeway— 
and so forth. 


Mr. Brown. Do you recall what percent of the total marketing the 800 head 
would be? 

I understood that to refer in general context to such arrangements 
as you may or may not have with Capital Packing Co. I may have 
misunderstood it completely, and probably the best way is to ask 
Mr. Bickel to explain it to us. 

Mr. Wipe. We also deny any arrangement with Capital Pack- 
ing Co. 

Mr. Roosrvett. There is no question in my mind that is inferred. 

Will you proceed, Mr. Mathews ? 

Mr. Matuews. Safeway does not engage in transactions in live cat- 
tle, or any other livestock, either directly or indirectly. 

2. The following statement also appears on page 219 of the tran- 
script: 


Safeway will call the market and say, “We are willing to pay for a thousand 
head of fat steers 25 cents on this morning’s market. We are not asking what 
is the market, but this is what we are willing to pay.” 

The facts are that Safeway does not “name the price” or “bid a 
price” at which we will buy what we purchase, namely, dressed-meat 
carcasses, and portions or products thereof. We accept or reject offer- 
ing prices submitted by suppliers for dressed meats and meat products 
which conform to our specifications as to quality, weight ranges, pack- 
aging, and so forth. 


3. The following statements appear on pages 218 and 219 of the 
transcript: 


* * * The Capital Pack in the Denver market, that sells by contract to 
Safeway * * * 

Largest of these (feeders) fattens out some 80,000 head of cattle yearly * * * 
not certain every head goes to Safeway, but the great majority of these go to the 


Safeway Stores. 

The facts are that Safeway purchases meats on a regular, continuing 
basis, as requirements are determined, with no contracting ahead for 
quantities for delivery in the future (beyond normal handling times), 
or for a stated portion or all of any supplier’s output. 

Safeway is not engaged in the purchase or sale of livestock and is 
neither directly nor indirectly concerned with the procurement of 
livestock, or whether they are channeled through terminal markets, 
country auctions, packer owned or controlled feedlots, or through di- 
rect buying. 

Safeway’s Denver retail division operates a meat warehouse serving 
its stores in that division for the general purposes of quality control 
and efficiency, including specific purposes such as the following: 

(a) Better quality control of procurement. 

(6) Better quality control and efficiency in the preretail cutting, 
handling, and aging of fresh meats. 
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(c) More flexible and efficient shipments of meats to stores in ac- 
cordance with their local demands. 

(d) Each store’s order consolidated in a single delivery. 

We perform these procurement and prer etailing distribution func- 


tions which might otherwise be performed by w holesalers and other 


distributors so as to better serve our retailing outlets and our cus- 
tomers. We believe that this method enables us to provide our cus- 
tomers with greater uniformity and dependability, coupled with good 
value, in their meat purchases and reduces the overall costs of meat 
marketing to the benefit of both producers and consumers. 
Safeway buys wholesale meats and meat products on competitive 
wholesale markets at what to the best of our knowledge are competitive 
wholesale prices. 
Mr. Roosrve.t. Mr. Mathews, may I ask you on that particular 


point, what you are saying then is that of course you do not buy 
anything but dressed meat. 


Mr. Maruews. That is correct. 

Mr. Roosrvett. Do you also amy on competitive markets from such 
packinghouses as you deal with 

Mr. Maruews. Well, it is a competitive market with the offerings 
offered daily—you have competitive prices. 

Mr. Roosrvetr. But it certainly is not an auction. Don’t you nego- 
tiate in each individual arrangement, day by day ¢ 

Mr. Maruews. Yes, we have—as we explain here in our policy 
and procedures—the offerings are presented daily from any supplier 
who wishes to offer us. 

Mr. Roosrvetr. Then you negotiate each one separately. 

Mr. Matuews. We look each one over, yes. 

Mr. Witpr. Mr. Chairman, may I? You are using the term “ne- 
gotiate” in the usual dictionary sense, I assume. The dictionary de- 
fines “negotiate” as “to hold verbal or written intercourse with the 
view of coming to terms.” Is that the sense in which you are using it? 

Mr. Roosrevetr. Mr. Wilde, don’t get me into the dictionary busi- 
ness. I am interested in the facts. Now, the facts are the state- 
ment Mr. Mathews is making is that he buys wholesale meat and 
meat products on competitive wholesale markets. Now, competitive 
wholesale markets means there are three or four people selling at the 
same time in a marketplace. Now, that just is not the fact here. 

Mr. Wipe. I understand. But I just want to make sure as to 
what you meant—what you had in mind—when you used the term 
“negotiate.” 

Mr. Roosrvett. I hope I made it clear—that Mr. Mathews is not 
correct when he states you buy on competitive markets, except in the 
sense that you buy perhaps i in the same city. 

Mr. Avery. Mr. Clhairman—Mr. Mathews, isn’t the procedure you 
have just described for procuring your wholesale lots of meat the 
common practice, whereas most meat is wholesaled—nobody goes 
around and looks at the various carcasses they are about to buy. The 
potential buyer will get in touch with a packer and make known his 
wants, and they buy on the basis of Government grade primarily, 
and their terms are agreed on between the buyer and the seller. Isn’t 


that common throughout the practice? It is not just special to 
Safeway Stores. 
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Mr. Matuews. I think that is right. 

Mr. Roosevett. I would think that is generally correct, too. But 
I think the important thing to point out is that this does not produce 
what would generally be called a competitive wholesale market in the 
sense that it is used in the rest of the industry. And you do nego- 
tiate each sale with each individual buyer. I am not criticizing that. 
I am not passing judgment on it. I am simply pointing out that I 
think it is important that we understand what the actual fact is. 

Mr. Wiupe. Mr. Chairman, Mr. Mathews is prepared to give the 
subcommittee examples of typical situations which I am sure will 
clarify the operation to you. 

Mr. Roosrvetr. Well, if he wants to give one or two it is all right. 
I think we fully understand it. 

Mr. Matuews. Do you want them now, or shall I finish / 

Mr. Roosevett. Why don’t you finish first. 

Mr. Marnews. Thank you. 

Safeway sells meat and meat products through its retail outlets 
at what we believe (based on regular checks of our competitors’ ad 
and shelf prices) to be competitive retail prices, trim and quality 
considered. 

Thus, there are no fixed or predetermined markups or cost-plus 
formulas applied to determine the retailing gross margin between 
Safeway’s wholesale buying prices and retail selling prices of meats. 
Conditions of supplies, demands, and the competitive actions of others 
in the market are subject to continuing changes, with the result that 
the retail-wholesale price differential or retail margin also varies from 
time to time, as well as from product to product, or from one par- 
ticular market area to another. 

We appreciate the courtesy shown by permitting us to submit this 
statement and the attachment. 

Mr. Roosrvett. Mr. Mathews, may I say we are delighted to have 
you make the statement, and certainly it is a proper way to do it. 
However, with respect to your next to the last paragraph, again, that 
does not cover the point that has been made before this committee, 
that there is a large differential between the retail price and the whole- 
sale price. The retail margin, while it certainly may vary from time 
to time, and the charts prove it does vary from time to time—certainly 
no one would question it varies by products from time to time. But 
the chart tells us it is growing wider. 

You in food retailing in the overall are getting a wider and wider 
margin. Other people in the industry are either holding level or in 
the case of the producer are getting less and less. That is the situation 
that the committee is faced with, and which I think you have not 
covered by your explanation. 

Mr. Wipe. Mr. Chairman, as I recall, that is a subject that we are 
going to study 

Mr. Roosevetr. Subject to further rebuttal at a later time. As of 
this time, it is not rebutted. 

Mr. Wipe. Mr. Mathews is prepared to give the committee ex- 
amples of typical situations in which this buying operation functions. 

Mr. Roosrtvett. Let us take one, because I think we are pretty 
familiar with it, and I think one example will do the trick. Will you 
proceed, sir, with the example that you want to give us? 
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Mr. Maruews. Yes, I will give you a typical purchase of our opera- 
tions to cover beef which I think is most general. We have had in 
testimony given yesterday and today—lI think it may clear up a lot 
of questions. 

When we opened our office 5 years ago, in 1954, was when we put in 
the offering and acceptance basis, where thereby every supplier who 
wished to offer us any of his merchandise called our office every morn- 
ing and they had all morning to call us up until noon. At noontime 
we assemble all our offerings, have lunch 

Mr. Avery. Mr. Mathews, you said every buyer. 

Mr. Maruews. Every supplier or packer, in the case of beef. And 
after lunch, we lay out our offerings, which will vary from 12 to 15. 

We have, as we mentioned before, the requirements purchased 
daily—they are given to us daily by retail, to buy. We have to buy 
them on a daily basis. 

We go through and make our purchases from all offerings, each one 
having a fair competitive price listed, and we buy according to the 
best of our ability. 

Mr. Roosevett. What do you mean by price listings? 

Mr. Matuews. His prices submitted, his offering prices. 

Mr. Roosrvett. In other words, they put it in writing to you? 

Mr. Maruews. They give it to us over the phone, and we record 
it on an offering form. 

Mr. Roosrvett. And then is this subject to negotiation ? 

Mr. Maruews. Yes. But it is generally negotiated at the time the 
offering is given. 

Mr. Roosrvetr. In other words, he calls you up over the phone and 
he states whatever his price may be. This is at the time that you 
know what your requirement is. Who calls first ? 

Mr. Maruews. The supplier calls us. We do not have our require- 
ments before noon every day. 

Mr. Roosrveitr. How can you negotiate a price before you know 
what your demand is going to be ? 

Mr. Matuews. We have maybe a general idea of the market. 

Mr. Roosrverr. Wait a’ minute. You don’t know what your de- 
mand is going to be, but you have a general idea of the market? So 
if you have practically no demand for something, you are going to 
help him set the price by reaching an agreement on a price with him; 
is that correct ? 

Mr. Maruews. As I stated, we take the offerings up to noon. By 
that time I know the requirement, what we have to purchase that 
afternoon for the next day’s deliveries. 

Mr. Roosevert. That is true. But that does not get—assuming 
that is true, that still does not get away from the fact that if a fellow 


calls you in the morning, you may not yet know what your demand 
is. But you reach an agreement 








Mr. Maruews. We notify them in the afternoon. They are all 
notified in the afternoon. 

Mr. Roosrvett. They only notify you in the afternoon ? 

Mr. Matuews. We notified them in the afternoon, place a written 
order with them, of anything we want to purchase. 


Mr. Roosrvexr. But by this time you set the price as it came in over 
the telephone. 





ca 
sa 


ele 
ca 


al 
1t 


_— - 2a A 2 Oe oe 6 he 








SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 1315 


Mr. Matuews. They offered the price to me. 

Mr. Roosrvetr. You just told me you negotiated it by phone. 

Mr. Matuews. We don’t negotiate by phone. 

Mr. Roosevetr. You just told me you did. You just told me that he 
called you on the phone and gave you an offering price. Then you 
said you recorded it in written memorandum form of yours. Didn’t 
you say that? 

Mr. Henritze. May I put in my quarter’s worth? I think I can 
clear this thing up. 

The way I understand, the way that Bill handles this, the packers 
call—let’s say Armour will call up and say, “I will give you 25 head 
of cattle” of a certain grade at a certain price. Swift would call up 
and say, “I will furnish you so many head at a certain price.” And 
it goes to all packers. 

Then this afternoon Bill takes his orders and he makes out here who 
gets the business. There is no negotiation at all as to the price. It is 
a matter of quotation and giving the order. Isn’t that r ight? 

Mr. Maruews. That is correct. 

Mr. Roosrvetr. Well, now, Mr. Mathews, are you going to tell me 
after you have talked to Armour and Armour says you can have 25 
head at whatever the price may be, let’s say 50 cents, that then when 
Swift calls you up and says, “Our price is 55 cents,” that you will 
not say to him on the phone, “I think you are a little high today”? 

Mr. Marnews. Not at that time. 

Mr. Roosrvetr. When would you say so? 

Mr. Maruews. When all the offerings are in—I will give you a typi- 
cal beef purchase for the week. 

We have seven suppliers in the Denver area that offer us beef. They 
will all call us submitting how many beef they are offering for next 
week’s delivery, how many per day, and quote a price on it. In the 
afternoon, we have our requirements. We look at the seven suppliers’ 
offerings. One of them may be in at say 41 cents, with 200 head offered 
at 40a day. The other 6 will probakly have the equivalent to a total 
of 1,200 head offered at 4114 cents. 

We will have an order calling for 750 head, we will say, at 150 per 
day for next week’s delivery—150 Monday, Tuesday, Wednesday, 
Thursday, and Friday. We will start to buy placing our first order 
with the 200 offered at 41, buying 40 a day, and work on up until our 
requirements are filled, giving each supplier at least one or two deliv- 
eries next week. 

Now, to give you a different picture, let us take the 7 suppliers, and 
6 of them are in, with a total of 1,200 head at 41 cents, 40 a day, or 50 
a day, that they can guarantee delivery on. And the seventh one comes 
in with 200 offered at 4114. As we stated before in the other pur- 
chases, we went ahead and pure hased. Here is a case of where our re- 
quirements are 750 beef, I could fill my requirements from the 6 offered 
and leave the seventh without any purchases. That is when we call up 
the supplier and say to him that the way we look at the market, it is 
a little lower, there are offerings that have been made to us more "than 
our requirements, and if he would like to take a look, we would be 
glad to accept his price and place an order for next week. 

Mr. Roosrver. Now, let me ask you, Mr. Mathews, do you have a 
warehouse here ? 
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Mr. Matuews. Yes, sir. 

Mr. Roosevetr. At any time do you withdraw from that warehouse 
to fulfill these requirements that have come to you from your retail 
outlets ? 

Mr. Maruews. The warehouse operations, with the quality control 
aging program that they have, the orders are recapped, and for every 
side of beef that the retail calls for that is shipped out at night, we 
buy a side to replace it to fill the stock for the next morning’s delivery. 
And that is the way quality control of meats is handled in our ware- 
house. That would apply for every other item down the line. 

Mr. Roosrvetr. All right. But does not that have, then, some ef- 
fect on your ability or the need for you to fill the requirements that 
come in from your retail outlets? They would affect those require- 
ments, would they not—those that had been filled directly from your 
warehouse ? 

Mr. Matuews. The withdrawals from the warehouse would affect 
the supplies. And we might add that hardly ever is there any 3 days 
alike with the same requirements of beef going in, because of the way 
they are taken out through the aging program. 

Mr. Roosrvetr. So it would not be impossible, however, that if you 
felt that it might be good to bring this market in line a little bit, you 
might ship a little bit more out of your warehouse one day and ‘then 
you would not have quite such high requirements for the next couple 
of days. 

Mr. Matuews. The only way we can ship it out of the warehouse 
is when an order comes in from the retail stores. 

Mr. Roosrvett. That is right. And you ship it out of the ware- 
eres ree means the suppliers do not get orders for a couple of 
‘days. 

Mr. Matuews. We buy beef daily, and we fill in extra when the 
orders have increased at retail. 

Mr. Roosevett. You can keep it in the warehouse and fill the orders 
out of the warehouse for a day or two. 

Mr. Matuews. That is possible for a day or two. 

Mr. Roosrvett. Well, this market is that sensitive, is it not ? 

Mr. Marnews. It has been stated in some of the testimony that we 
‘could use our warehouse to stock up beef on a low market and hold 
it until a high market. In the end we would lose more than what 
we would save from the trimming and waste and spoilage that we 
would have by trimming the beef, and so forth. Therefore, we have 
no way possible of handling anything in that manner. 

Mr. Henritze. I would like to clear that up by saying that Bill has 
no authority in the sending out of the meat from the warehouse. 
‘That comes under the head of the distribution committee, which he 
could not do if he wanted to. 

Mr. Roosrvett. I don’t care very much who does it. I realize that 
the distribution committee could do it instead of Mr. Mathews. But 
what I am pointing out is that somebody could do it. 

Mr. Henrirze. Well, they cannot do it, because there are two oper- 
ating committees on that. What would ‘suit one, would not suit the 
other, because the committee in the warehouse, his obligation is to age 
this meat a certain number of days, and if he doesn’t do that he gets 
all the blame for that. He has instructions to carry that meat in that 
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warehouse for a certain number of days. And he has got to do that. 
And Bill has got to furnish, when that meat. goes out—Bill has to 
furnish new meat to go in that place. It is a regular routine ordering 
proposition. 

Mr. Roosevetr. Well, now, I am not quite sure it is quite that 
routine. That is why I am trying to find out. 

Mr. Henrirze. I would like to take you out there and show you. 

Mr. Rooseveir. How routine it is? 

Mr. Henrrrze. Yes. 

Mr. Roosevetr. All right, one of these days I will come out for a 
while and find out, if I can find the time. 

Basically what I am getting at—you say there are two committees 
here. One actually goes out and fills up the warehouse, it is aged, and 
then it has to be moved out of that warehouse. But there is a leeway 
in there of 2 or 3 days certainly under which it can be used. Aging it 
for a few more days is not going to basically hurt it. 

Mr. Henrirze. There is another committee that has the obligation 
of getting the orders out to the stores. 

Mr. Roosevett. Wait a minute. Is it going to hurt that meat to age 
it 2 or 3 more days? 

Mr. Henrirze. Yes, it is a detriment. 

Mr. Roosevetr. In other words, all meat has to be aged only the 
time you age it? 

Mr. Henritze. That is the proper time for it. And after that time, 
it is not as good in flavor. 

Mr. Roosevett. Well, those are your specifications and your quality. 
But others might possibly not agree. t us say you cucatlé age 
meat how long in the warehouse ? 

Mr. Henrirze. Hind quarter, about 12 days. 

Mr. Roosevetr. Now, it is possible that someone would say that if 
it was aged 14 days it would taste just as good as if it was aged 12 days. 

Mr. Henrrrze. Well of course 2 days—there would be less difference 
than there would be 6 days. We figure that every day after 12 it 
goes down. 

Mr. RoosrvettT. Somebody else might say when you have aged it 10 
days that is long enough, and when you add on 2 more days to your 
12 





Mr. Henrirzz. I realize everybody doesn’t have the state of flavor, 
detecting flavor, as others might have. But I want to tell you our 
customers are pretty particular. 

Mr. Roosrvetr. Yes, I happen to be one, so I am very sympathetic 
with you. My wife likes Safeway meats. 

Mr. Henritze. We have built our business on meat, and we are very 
particular about it. 

Mr. Roosrvett. In other words, the gist of your testimony, so I can 
reduce it to as simple a point as possible, what you are saying is that 
your warehouse, in your view, has no effect whatsoever on the opera- 
tions of Mr. Mathews’ buying department. 

Mr. Henrirze. That is right. 

Mr. Avery. One more question, Mr. Mathews, at this point. Yow 
do not freeze any meat, then, deep freeze ? 

Mr. Matuews. No, none. 
Mr. Avery. So that would preclude indefinite retention. 
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Mr. Roosrvetr. Mr. Counsel, do you have any questions ? 

Mr. MacIntyre. I have no questions of the witness. But Mr. 
George Bickel has spoken to me and requested that I place before 
you his request that he be permitted to file with the committee for 
inclusion in its record immediately following the statements made by 
Mr. Mathews, and particularly those made about the egg situation, 
an answer. He, in that connection, called attention to the fact that 
in the testimony he has given, particularly as is illustrated at the bot- 
tom of pages 222 and 225, he referred to a survey which had been 
made by the poultry and egg division of the Colorado department of 
agriculture and that the figures he used in that section were State fig- 
ures, and he does want the opportunity of filing a statement with the 
committee answering these statements made by Mr. Mathews and will 
get it in within the same period of time Mr. Mathews is going to file 
his additional information. 

Mr. Avery. Inquiry, Mr. Chairman. Mr. Mathews, or Mr. Wilde, 
has not made any statements about eggs yet, has he ? 

Mr. MacIntyre. It has been presented for inclusion in the record, 
and Mr. Bickel has a copy of it. 

Mr. Avery. Allright. He wants to file a rebuttal. 

Mr. MacIntyre. That is right. 

Mr. Wipe. Mr. Chairman, the statement regarding egg procure- 
ment was signed and verified by Mr. Fred Bailey. 

Mr. Roosevett. Yes. And Mr. Bickel will be instructed that what- 
ever he submits to the committee will be considered as being under 
oath. 


(The document submitted by Mr. Bickel follows :) 


Rocky MounTAIN FARMERS UNION, 


Denver, December 8, 1959. 
Hon. JAMES ROOSEVELT, 


Select Committee on Small Business, 
House of Representatives of the United States, 
Washington, D.C. 


DEAR CONGRESSMAN ROOSEVELT: Attached herewith is a statement regarding 
both my testimony before your committee and the testimony of Safeway Stores 
before the committee in Denver by Mr. Ben H. Cook, a marketing specialist in 
Colorado, formerly acting director of the division of markets of the State of 
Colorado and for many years an expert on marketing on their staff. 

I accept his statement to be an accurate presentation of the economic facts 
referred to in both my testimony and the Safeway testimony, and I hereby cer- 
tify to its competence and accuracy to the best of my knowledge and information. 

Sincerely yours, 
Rocky MouNTAIN FARMERS UNION, 
GEORGE L. BICKEL, 
Assistant to President. 


Subscribed to and shown to before me on this 3d day of December 1959. 
[SEAL] Harry E. GRANT. 
My commission expires September 15, 1962. 


STATEMENT BY BEN H. Cook, MARKETING SPECIALIST AND FORMER ACTING DIRECTOR 
DIVISION OF MARKETS, COLORADO STATE DEPARTMENT OF AGRICULTURE, REGARD- 
ING TESTIMONY OF SAFEWAY STORES BEFORE SUBCOMMITTEE No. 5 OF THE SELECT 
COMMITTEE ON SMALL BUSINESS IN DENVER, COLO., NOVEMBER 17, 1959 


I have carefully checked statements made in the testimony of Safeway Stores 
on November 17 to the Subcommittee No. 5 of the Select Committee on Small 
Business regarding egg procurement practices in Colorado, and find the follow- 
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ing statements which do not square with what is happening to producers and 
distributors of eggs in Colorado. 

1. Previous testimony before the committee reported on pages 223-245 of the 
hearings to the effect that “Farm producers and small business handlers who 
do not own egg coolers are being rejected by chain buyers,” etc., is answered 
by the Safeway testimony in this language, “Not one * * * has been rejected 
because he did not have a cooler.” 

I have discussed this question with Mr. Lew Ray, chief of the Division of 
Markets, Colorado State Department of Agriculture, and his staff, and they 
give this reply: 

“Safeway does have customers using coolers which Mr. Ray feels run from 
$250 to $500. These suppliers are paid a bonus for their eggs. The use of such 
coolers is encouraged to such an extent that Safeway is able to use their buying 
power to help approved farmers buy them near cost, which many small producers 
cannot do. This policy follows a trend that will eventually force all producers 
to install refrigeration equipment if they expect to stay in business. At the 
price of eggs in March, 28 to 31 cents per dozen, many farm families dropped 
out of the egg business, giving the low price and increased cost of production 
equipment as the cause. 

It naturally follows that if Safeway (or any other) wholesaler is able to supply 
the equipment on a credit basis or at a price advantage, two results are to be 
expected : 

(a) The wholesaler will be in a position to control the production and 
marketing of the producer’s eggs. 
(b) Fewer producers will be left to compete. 

Another factor greatly influencing small producers to leave egg production 
is the cost of operating even the smallest cooling units. Colorado State Uni- 
versity in bulletin 440—A, February 1955 gives these costs: 


Approximate cost per dozen to cool eggs from different size flocks, based on total 
yearly cost of $92.05 


| 








Flock size | Production Eggs pro- Cooling cost 
rate duced per dozen 
Ie 
Percent Dozen Cents 
Ns fi iciciei asin cin dc Kc cataa Schig aancdnoueds ccesuce meee eee 1, 825 
SNORE 23. a0 2- ncndalbchteslh lames death ds LEE 66 | 3, 650 244 
TOU iid nn sda dh pb hae down tene ibis eb tes n ben AOA 60 | 9, 100 1 





2. A peculiar statement appears on page 3 of the Safeway statement: 

“Higher grade-outs result from our supplying our egg producers, at no charge 
to them, a patented oil base emulsion to seal shell * * *.” 

This statement raises two questions in my mind: 

(a) Does the statement that foreign substance (oil) has been added appear 
on Safeway egg advertisement? 

(b) Does Safeway know that this substance is not harmful to consumers 
of eggs, and has this practice been cleared with the Federal Food and Drug 
Administration? 

3. Mr. Bickel’s statement that “Wholesale egg plants * * * are * * * push- 
ing small firms out of business * * *” is challenged by Safeway on the ground 
that “The number of licensed egg wholesalers has remained very stable.” 

The chief of the Marketing Division of the Colorado Department of Agricul- 
ture is authority for the following figures: 

The number of wholesale egg licenses for the fiscal year 1957-58 was 284. 

The number of such licenses in the fiscal year 1958-59 was 255. 

This is a decrease of 29 in 1 year. At that rate in about 8 years a very few 
large firms will have an absolute monopoly on the business in Colorado. 

4. On page 4 this statement is made by Safeway: 

“To my knowledge, no egg wholesaler has been forced or run out of business, as 
alleged by Mr. Bickel without documentation.” 

Yet Safeway makes this statement on his own opinion alone, utterly unsup- 
ported by one word of the official Government documentation used by Mr. Bickel 
in his statement before the committee. 

5. The Safeway statement on page 4 that “As far as we know, no candling 
machine * * * will handle eight cases at a time * * *” is also answered by Mr. 
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Lew Ray, Colorado State Department of Agriculture regarding candlers: “There 
are so-called roll over candlers which have a capacity of perhaps 6-8 cases 
per hour and which are semiautomatic, requiring the services of at least one 
operator and maybe two.” 

6. The Safeway testimony then uses such terms as “grossly selective,” “mis- 
leading” “erroneous,” etc. These terms are applied to a survey by the Poultry 
and Egg Section of the Colorado Department of Agriculture and by inference 
at least to U.S. Department of Agriculture Market News Service, since that agency 
supplied some of the figures and information used in tabulating the survey. 

I submit that these two agencies, one State, one Federal, are equipped with 
the best sources of information and the best facilities for gathering informa- 
tion, and the best personnel for interpreting information possible. There is 
the added value of their information in that it is as nearly unbiased and truth- 
ful as possible. 

I contacted both these agencies in checking the accuracy of both Mr. Bick- 
el’s testimony and the Safeway testimony to the committee. At the Federal News 
Service my contacts were Mr. W. H. Cosper, local representative, and Mr. Alvin 
Grant, marketing economist. At the State department my contacts were Mr. 
Lew Ray, in charge of marketing division, and several of his associates. 

These are the men against whom Safeway uses the terms “erroneous,” “‘grossly 
misleading,” and “selective.” 

Federal Market News Service prepares daily a report on wholesale egg prices 
in Denver. Their informants are the firms listed on page 227 of the commit- 
tee’s published report. These firms are contacted daily by the Service as to 
their market quotations for that day. These figures are noted on a worksheet 
showing the prices paid by each wholesaler. They are then correlated, tabulated 
and reported on a sheet for that day. One of the informants so contacted by the 
Service is Safeway (wholesale), identified as No. 4 in the wholesale list. The 
same company is also one of the infurmants in retail reporting and is No. 22 in 
the retail code. 

The Government Service sheet for March 25, 1959, is attached hereto. 

To clear the matter we need only consider one price report for March 25 
since the reports all work out in the same proportion. The one under consider- 


ation is the wholesaler, grade and size quotation on large AA grade which is 
tabulated below: 


— Seetee 
Reporting wholesaler ee Reporting wholesaler To preducer. 
code number: (cents), code number—Continued (cents) 
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Piece ee em oS Lee Oe 31 aes sibel be i Se 31 

ih oe Oe el 81 Se ee eee es 30 
Mites oe ke eee 31 he alk a Noh LS 30 

ils Sees a oe i ao A 30 eu a ee 30 
eh a et 30 Pek ee ee 30 

ee as eee 30 Ba ee eae ee be Gu 29 


Note above that code number 4 reported 31 cents as being the paying price to 
producers. No. 4is Safeway. 

Market News Service says No. 4, Safeway, did in fact so report their paying 
price to producer as 31 cents on March 25. 

Both State and Federal agencies state that the report shows that the market 
wholesale paying price to producers on March 25 was in fact 31 cents. 

Safeway’s testimony to the committee says that figure (31 cents) is erroneous 
and that in fact their paying price on that date for grade LAA was 82 cents. 

Safeway claims further that other quotations for other grades as well as 
statements on spread are also erroneous. 

To clear this situation it is necessary to go back to page 3 of Safeway’s state- 
ment where they say: “We have paid producers using this emulsion a premium 
of 1 cent per dozen on grades A or better, above prices for nontreated eggs.” 

Both the State and Federal agencies say Safeway does in fact pay a bonus to 
selected producers but that fact does not change the market price. 

From all this, some conclusions are very clear: 

(a) Safeway did not correctly report the wholesale price to Market News 
Service on March 25, 1959 ($0.31), or 
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(b) Did not correctly state their wholesale price to the House committee 
($0.32). 

(c) If Safeway did correctly state the wholesale price to the committee, 
then the other wholesale informants to Market News Service did not report 
correctly. 

(In all quotations the highest or average has been used.) (Thus Market News 
Service average on grade LAA of $0.2640 is correct.) 

Now, as to spread, Colorado Department says average spread between pro- 
ducer and consumer is $0.2748 and that this spread remains rather stable regard- 
less of any change in either wholesale or retail price. 

The one time when it may vary to any degree is when either the wholesaler 
or retailer puts on a “leader special’ which does not reflect the true market 
condition. 

The tabulations in the department survey as to retail prices are the result of 
figures obtained by the department inspectors in the normal course of their 
duties in inspecting retail stores and are the prices on public display in the stores. 
I doubt very much if Safeway or anyone else can make the public believe those 
inspectors were in error in their reporting. 

As to conclusions of Safeway on page 6, their statement concerning markup, 
spread, and “‘timing” that department conclusions are unfounded, the cold fact 
remains that these figures are correct unless all the information of both depart- 
ments in question is unreliable. 

Average wholesale selling price, $0.2640. 

Total average spread, $0.2748. 

The department says this spread figure is rather stable. Handlers make this 
spread regardless of price to either producer or consumer. 

Lew Ray, Colorado Department Chief of Markets, says the spread varies very 
little with a low of $0.24 and a high of $0.27 and that this compares with a 
national average spread of around $0.18. 

This is a very large price spread, hurting both producers and consumers of 
eggs. 

(Signed) Ben H. Cook, Denver, Colo. 
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Rocky MouNTAIN FARMERS UNION, 
Denver, Colo., December 8, 1959. 
Mr. EvERETTE MACINTYRE, 
Select Committee on Small Business, 
House of Representatives of the United States, 
Washington, D.C. 

Dear Mr. MacIntyre: I am sending under separate cover a statement by Mr. 
Ben H. Cook, marketing specialist, regarding both my testimony and the Safeway 
testimony before the House Small Business Committee. Mr. Cook is both com- 
petent and possesses the highest of integrity. 

It is difficult, Mr. MacIntyre, to make the economic reality of what is happen- 
ing to small people by the concentration of purchasing and marketing power 


understood by any group that uses the following reasoning, reported in the Wall 
Street Journal as factual reasoning: 


“Cutting it thin: Safeway Stores answers Federal charges of false weight 
control claims for its slender-way bread by arguing that it has fewer calories 
than other brands because it is sliced thinner.” 

Sincerely yours, 


GeorcE L. BICKLE, 
Assistant to President. 

(Norre.—The statement by Mr. Ben H. Cook, mentioned in Mr. 
Bickle’s letter, is the same as the statement printed preceding the 
letter. ) 

Mr. Wipe. There appears in the “Cervi’s Rocky Mountain Jour- 
nal” Wednesday, September 23, 1959, a letter that is purportedly 
written and signed by Mr. George Bickel, in which he referred to this 
testimony. 

Mr. Roosrevetr. What testimony ? 

Mr. Wixpe. The testimony to which we have referred, regarding 
Safeway’s meat operations. The testimony that was referred to in 
Mr. Mathews’ statement that he recently completed reading. I would 
like to read this, if I may. 

Mr. Roosevetr. Of course, you may read it. 

Mr. Wipe. The letter reads: 


DEAR GENE: We appreciate your correcting the misquotation of my testimony 
before the House Small Business Committee on chainstores engaged in the 
eattle feeding and packing business. My testimony had carefully pointed out 
how the National Tea Co., owner of Miller’s Supermarkets, was engaged in the 
eattle feeding business near Denver, and in the meatpacking business here. 
Safeway retired from the meapacking business soon after World War II with 
the sale of their last packing plant in Idaho, and since that time have taken a 
healthy position toward the importance of keeping farmers in this business. 
The National Tea Co. and the American Stores, however, have shown no such 
concern with the welfare of farm feeders. And in the practices of a chain- 
store engaging in farm feeding and packing, definite trends toward monopoly 
are present. The Farmers Union has requested that the House Small Business 
Committee, to investigate any monopoly trends in the food industry, hold some 
of its hearings in Denver to reveal just how extensive these practices are. 


And then the article goes on. But I simply want to read that for 
the purpose of calling your attention to his reference to his testimony 
before this subcommittee at Washington, D.C., regarding Safeway. 

Mr. Roosevett. That confirms my feeling that he was not referring 
in his testimony, even though it may have appeared that way, to any 
allegation that you were in the slaughtering business. 

This is not in the form of a question to any of you gentlemen ex- 
cept as you may want to also comment on it in the future. 

There is included in the report of the committe, in Mr. Bein’s state- 
ment, on page 12, a comparison of retail prices at Denver and Wash- 
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ington, D.C., as of Tuesday, October 13, 1959, and it specifically re- 
fers to Safeway, Colorado Boules rard and Valley Highway in Denver. 
It does not give the specific location in Washington, D.C. 

And I am instructing counsel to ask Mr. Bein to be specific as to 
where those figures came from and to inform you at the same time. 

However, the figures as to Denver, Colo., are set up there and I 
think in all fairness if you have any comment to make on them, plus 
the figures given for November 5, 6, and 7, for Safeway, at Aurora, 
Colo., that those should be salient to such comment as you may wish 
to make about them. 

[ would also draw your attention to an article which I believe ap- 
peared in Cervi’s Journal of October 21, 1959, entitled: “Who Is Get- 
ting It? Retail Meat Prices High W hile Beef Market Slumps.” 

The information of the committee is that, including Safeway, fol- 
lowing the publication of this article on October 21, 1959, or shortly 
thereafter, the prices of meat in the Denver area, which are quoted in 
Mr. Bein’s comparison of retail prices on page 12 of his statement, 
did drop very considerably, and the committee naturally would like 
to know what the reason was for that apparent rather sharp drop. 

Mr. Wixpe. Mr. Chairman, as I understand there is an aging period 
that takes place after the meat has been delivered to the meat ware- 
house, in the case of lamb. Isthat right, Mr. Mathews ? 

“i Matruews. That is right. 

*. Witpe. And furthermore, as to these prices for Safeway, Colo- 
rt can Boulevard and V alley Highway, Denver, Colo., as I recall—this 
shows that these prices in the upper part of this schedule were t taken 
as of Tuesday, October 13. As I recall, November 5, 6, and 7 were 
Thursday, Friday, and Saturday, during which it is customary to 
advertise special prices. It is customary in the grocery trade. 

Mr. Roosrevenrr. Then it would be equally true in WwW ashington. 

Mr. Witpe. In Washington? As far as I know, these are not our 
prices. We have tried to check, Mr. Chairman, to see if those are our 
prices, and as far as we are able to determine they were not. 

Mr. Roosevetr. You mean the Washington prices are not your 
prices ¢ 

Mr. Wiupr. As far as we have been able to determine in the length 
of time that we have had to do so—they are not our prices. 

Mr. Roosevetr. In essence what I am asking you to “oy would 
not deny that the prices quoted for Tuesday, October 13, for Denver, 
Colo., for rib, chops, leg of lamb, rib roast, T-bone, eae cut pork 
chops, and pork tenderloin are not your prices, or do you deny they 
are not your prices for that day ? 

Mr. Wipe. There is one error, according to Mr. Baumgart, who 
checked with the division office. 

Mr. Roosrvetr. Then please supply the committee with the infor- 
mation as to what that error is. ‘he same would apply as to your 
Safeway Aurora, Colo., store of November 5, 6, and 7. 

Again, we would like to know what that error is. Then we would 
like to know what your prices in the Washington, D.C., area were, if 
they were not as quoted in Mr. Bein’s statement. 

Mr. Witpr. For the corresponding cuts ? 

Mr. Roosevetr. For the corresponding day, for the corresponding 
cuts. 
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Mr. Witpe. And the corresponding dates. 
Mr. Roosrvett. Yes. 
Mr. Wipe. Of course, as I said in San Francisco last week, Mr. 

Chairman, we buy on a competitive market and sell on a competitive 

market. And lamb may be selling at different levels in different parts 

of the country. We do not have a single pricing system in the retail 
structure. 

Mr. Roosrvett. Mr. Wilde, let me point out to you—it is true, if 
you are getting too much in Washington, D.C., and the other fellow 
is, you may think that justifies you in getting too much. Frankly, I 
do not agree with you on that. You are holding out to the customer 
that you are giving him the lowest possible price that you can give him. 
To tell me that because the other fellow is charging too much you are 
entitled to charge too much just is not a very sound argument. 

Mr. Wipe. I say I do not know the source of these prices that are 
quoted from Washington, D.C. They may be quite low. 

Mr. Roosevett. I have given you the opportunity and I repeat I 
give you the opportunity to give me your prices for exactly that cor- 
responding day and corresponding cut in Washington, D.C. And 
we will then put the information into the record, and I have so in- 
structed counsel, so that when the record is completed, the records 
given to us by Mr. Bein may be exact comparisons. 

And we are trying to be fair to you completely in giving you that 
opportunity. 

Mr. Henrirze. I would just like to say one word on that. 

In comparing prices, one town against another, instead of picking 
out a certain number of pieces, they should take the entire carcass and 
figure out how much that carcass would be at the different retail prices, 
because in different markets it is entirely different as to what part you 
sell—you sell some parts of that carcass cheaper than you do in an- 
other territory. 

For instance, in Washington, D.C., you may have a demand, a big 
demand, for more of a certain cut than we have here in Denver. But 
if you take the whole carcass, then you will find out exactly the total 
of it, as to how our prices are. 

Mr. Roosevett. All right, Mr. Henritze. I am perfectly willing to 
accept that. But you are now going to make me do something that 
I hoped perhaps we would not have todo. But I would like before I 
do that to point out to you that while that may in general be subject 
to a few cents one way or another, a difference between T-bone of 
$1.28 in Denver, where this meat doesn’t have practically any freight 
charges at all, and getting it into Washington, D.C., where they have 
it for $1.15, would seem on its face to be something that was question- 
able. 

Mr. Henrirze. That is all right. But it has a very limited effect on 
the total carcass price because so little bit of that is in a carcass. 

Mr. Rooosrvett. When you take six of the items in that list, the 
general housewife is going to find it pretty hard to understand a tech- 
nical explanation such as you have just given, when she can compare 
rib chops or leg of lamb or rib roast and T-bone and come up with this 
explanation that she has to look at the whole carcass. 

Mr. Henrrrzr. Nearly all the complaints I hear on prices is T-bone, 
sirloins, and pieces of that kind, of which there is very little in the 
carcass. 
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Mr. Roosrvetr. All right. Now, then, I will now call—and I will 
ask you to stay where you are—Mr. Robert Norris, if he is in the 
room. 

Mr. Norris, would you come forward, please, sir? 

Will you raise your right hand ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Norris. I do. 


TESTIMONY OF ROBERT NORRIS, RANCHER, COLORADO SPRINGS, 
COLO. 


Mr. Roosevetr. Mr. Norris, I am going to ask counsel to ask you a 
few questions that will deal directly with this question of taking the 
costs and prices on the whole carcass. 

Mr. Norris. Yes, sir. 

Mr. MacInryre. Mr. Norris, you are engaged as a rancher, I be- 
lieve, in the Colorado Springs area ? 

Mr. Norris. That is right. 

Mr. MacInryre. How long have you been so engaged ? 

Mr. Norris. In the Colorado Springs area about 3 years, and in the 
Fort Collins area before that. 

Mr. MacIntyre. On a ranch of about 20,000 acres? 

Mr. Norris. Yes, sir. 

Mr. Macintyre. Turning out about 1,200 head a year? 

Mr. Norris. Approximately. 

Mr. Avery. Fat cattle? 

Mr. Norris. We grow cattle. We buy cattle in the fall and sell in 
the following fall. Those are feeder cattle. 

Mr. Macinryre. In connection with the conduct of your business, 
you have become a member of and done some work for the Colorado 
Cattlemen’s Association, have you ? 

Mr. Norris. That is right. 

Mr. MacIntyre. In that connection, did you assist in the conduct of 
a survey for the association in an effort to find reasons for drastic 
drops in cattle prices in this area in 1956? 

Mr. Norris. Yes, sir. This survey took part in the fall of 1956. 

Mr. MacIntyre. And did you as a part of your effort in that re- 
spect attempt to determine something about the spread between what 
the carcass cost and what the retail prices were? 

Mr. Norris. Yes, sir. 

Mr. MacIntyre. Did you do that with respect to Safeway’s opera- 
tions in Denver? 

Mr. Norris. Yes, I did. 

Mr. MacIntyre. Will you explain to the committee what you did 
in that regard ? 

Mr. Norris. Well, we went through the Safeway plant and they 
took the full carcass and cut it up and gave the cost price of what the 
carcass cost them and the cuts, the price of the cuts in the retail store. 
And it was my understanding at that time they came up with the net 
profit, and it is supposed to include their advertising costs, plant 
costs, handling costs, and transportation costs. And for that half the 
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carcass at that time, it is my recollection, the net profit ran $15 for 
that half carcass or better. 

Mr. MacIntyre. $30 for the whole carcass ? 

Mr. Norris. Yes, sir. 

Mr. MacIntyre. And that is the net profit after including the cost 
of the careass, the cost of handling it, the cost of retailing, and every- 
thing else in the w ay of cost incurred by Safeway ? 

Mr. Norris. That is the w ay I understood it. 

Mr. MacInryre. Giving Safeway a net profit of $30 on one carcass. 

Mr. Norris. Yes, sir, that i ismy underst: inding. 

Mr. MacIxryre. And that took into account all of the different 
prices that Safeway was getting on the different cuts in that particular 
store. 

Mr. Norris. Yes, sir, it was. We went and checked those prices in 
their store. 

Mr. Roostveir. Mr. Norris, was it your understanding when you 
did this that the total cost to Safeway gross could not have exceeded 
$200? 

Mr. Norris. I cannot recall exactly what the carcasses cost in 
Safeway at that time. We have a chart which I would be glad to 
submit that they gave us and we went over those figures. 

Mr. Roosrvetr. Just in rough figures, was it around 200 or 295, or 
was it in excess of that ? 

Mr. Norris. I cannot honestly say, sir. I do not recall. I do not 
believe it was in excess of that. But I do recall that the net profit 
was greater than 10 percent on that carcass. 

Mr. Roosrverr. In other words, the net profit was greater than 
10 percent? 

Mr. Norris. Yes, sir. 

Mr. Roosrveir. Now, if I may go back to you gentlemen—— 

Mr. Henrrrze. I would like to know if the gentlemen have a copy 
of that? 

Mr. Norris. I do a have that copy. I was not aware I was going 
to be called on today. I do have a copy at home and I plan to submit 
it to the committee. 

Mr. Roosevetr. Mr. Norris, will you submit it for the record, and 
it will be included in the record. And would you also deliver a copy 
of it to Mr. Wilde. 

(The material referred to is as follows :) 

Cotorapo Sprines, Coio., December 2, 1959. 
Mr. JAMES ROOSEVELT, 
Chairman, Select Committee on Small Business, 


House of Representatives, 
Washington, D.C. 


Dear Mr. ROOSEVELT: Enclosed please find two charts concerned with retailing 
of meats by Safeway Stores, as you requested. The first chart is one I referred 
to in my testimony at your committee hearing in Denver several weeks ago. In 
it you will notice on the right hand column, prices which Safeway received in 
their stores. At the bottom of the page, you will notice the totals of these 
figures verifying my statement that Safeway is netting $30 or better on each 
carcass sold. 

I believe that the chart is self-explanatory. On the right you will notice an 
addition correcting the right hand column (total price) which was an error. 
Consequently giving Safeway a higher net figure. Also, you will notice there 
are some plus figures written in the columns. As I recall, when we went 
to the Safeway Stores the prices listed on each cut with these additional figures 
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added in the retail price column were this much higher in store show cases, 
which in reality would give Safeway an even higher net return. 

I stated in my testimony that the exact date of this survey was on this chart. 
I was mistaken in this respect. However, I believe the right dates this survey 
took place were November 18 and 19 of 1956. At the time these figures were 
given to our committee I asked Mr. Henritze if these figures revealed their 
net profit. He replied that they did. Wherein Mr. Cecil Helbusch jumped up 
and denied that this was their net profit. They said that their city cost 
included their advertising and handling expenses, so I asked Mr. Helbusch 
what their net profit would be. He refused to tell us. I think it would be 
imperative to the committee’s investigation that these figures be revealed to 
you. It is my belief that this is one of the main areas in which there is an 
unwarranted spread in price ratio which a producer receives and the consumer 
must pay. 

The second chart concerns a survey on March 12, 1958, which I conducted on 
my own concerning the spread of retail prices in the different chain stores 
of the Colorado Springs area, as you will notice, Safeway is far from having 
the lowest retail prices. 

At this point I would like to make a few comments on other aspects on your 
recent investigation. My first comment is concerned with the direct buying 
practices of the packing industry. I am in direct conflict with the recent letter 
sent to you by the American National Cattleman Association. I do not believe 
that these gentlemen are looking at the entire picture of what is taking place 
in our industry today. I think it is very evident by the facs brought out in 
the testimony of your hearings of the apparent damage that these practices 
are having upon price structure of the fat cattle market. I personally believe 
that our indsutry would benefit from open and competitive bidding for live- 
stock, whether it would be a large central market or a local country auction. 

The second point is in reference to Armour & Co.’s participation in the feeding 
and ranching areas on this industry. As this committee may or may not know, 
Armour & Co. has an artificial insemination program started with the producers 
in this area. This program is set up with Armour supplying the semen to 
inseminate a rancher’s cows. In return, the rancher contracts these calves back 
to Armour & Co. This fact, coupled with a testimony of a large feeder that 
Armour is helping to finance their ranching program and then buying the 
majority of the cattle from this feeder’s feed lots brings me to the conclusion 
that Armour is eventually working toward the day when they will control 
their supply of cattle. 

I do not believe the packer’s consent decree should be abolished, but rather 
extended to include all the packers and chainstores. In reality, to leave the 
production of cattle to the ranchers and feeders, the packing business to the 
packers and the retailing business to the chainstores. In short, require the 
chainstores and packers to stick to their respective fields. 

I would also like to make a comment concerning pencil shrinkage of cattle 
in country sales. This is concerned primarily with the sale of feeder cattle. 
It is my belief that the only one who benefits from the use of pencil shrinking 
cattle are the speculators and the traders. I cannot under any circumstance, 
see where this practice benefits a producer in the prices which he receives for 
his product. 

There is a dire need that the important work of this committee be continued 
and carried through to a positive conclusion if the cattle industry of this Nation 
is to be preserved as a family enterprise. 

Thank you for the opportunity of allowing me to bring these points to your 
attention. 

Sincerely yours, 
Rosert C. Norris. 


43519—60—»pt. 3——18 
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Mr. Avery. Mr. Norris, I am not disputing at all the $15 profit on 
the half carcass you come up with. That probably is right. But Iam 
intrigued as to where you were able to find out Safew ay’s costs. 

Mr. Norris. They gave it to us. 

Mr. Avery. They made their cost available to you? 

Mr. Norris. Yes, sir. 

Mr. Henrirze. I think where he is mistaken is in the expenses. I 
think that is probably a mistake. I am sure it did not show 10 per- 
cent net, with all expenses out. 

Mr. Norris. It is my understanding that is the way the profit came 
out. 

Mr. Henrrrze. That is why I would like to see a copy of it. I am 
sure that is a mistake. 

Mr. Roosrevetr. We will make sure you get a copy of Mr. Norris’ 
exhibit. 

Mr. Wixpe. Mr. Chairman, may I ask that the witness be requested 
to specify the date on which this incident took place ? 

Mr. Norris. I believe it was—I cannot give you the exact date at 
this minute. We have the date on the chart, ‘and we can go back 
through the association records. 

Mr. Henrirze. I know when it happened. 

Mr. Roosrvetr. May I assume the date would be on the chart ? 

(This date is in type on the lower left hand corner, “HC/cb 200 
11/17/56,” and should be in Safeway’s files. ) 

Mr. Norris. Yes, sir. 

Mr. Roosevetr. May I also say, Mr. Norris, if there are any other 
factors or comments that the association you were representing at. 
that time wish to make, you will submit those at the same time. 

Mr. Norris. We will be glad to, sir. We have some we would like 
to make. 

Mr. Roosrevetr. Any further questions? 

Mr. Norris, we will excuse you at this time, and thank you. 

Mr. Avery has some questions. Mr. Avery. 

Mr. Avery. Yes. Mr. Mathews, how many central purchasing 
points, such as the one you have described here in Denver, does Safe- 
way operate for meat? 

Mr. Matuews. I believe it is nine. 

Mr. Avery. Now, with the customer preferences in the various 
areas that are served by these nine different purchasing centers, would 
they vary from one area to another, or do they follow a pretty general 
pattern across the United States ? 

Mr. Maruews. They follow a general pattern. 

Mr. Avery. And although of course I am sure you would tell us the 
general characteristics of the meat Safeway sells far exceed those of 
the National Tea Co.—that would only be natural for you to come to 
that. conclusion—but would you agree that the general characteristics 
of the critter that you seek to buy are in general conformity with the 
ones described this morning here by the witness for National Tea, or 
did you hear him say it? 

Mr. Maruews. Choice grade beef. 

Mr. Avery. About a 660-pound heifer ? 
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Mr. Marnews. No. Our specification in our area is 460 to 600 
pounds on heifers and 500 to 650 on steers. They vary in different 
areas. 

Mr. Avery. My basic question is, Do you have any problem at all 
securing the meat that meets your specifications from the packers in 
the various nine localities ? 

Mr. Maruews. Well, we buy for the Denver area, and we have no 
problem getting our supply of beef here. 

Mr. Avery. That meets the general conformity of your specifica- 
tions? 

Mr. Maruews. I could not answer for the other divisions, but 
being in the supply market, I might add, we are in a position that if 
they need beef, they ‘an come to us, and if we can get offerings avail- 
able and they are satisfactory to them we can purchase and ship to 
these respective areas, which we do. 

Mr. Avery. There is an interchange between these nine purchasing 
centers. Is that fragmentary or pretty g general and to a substantial 
proportion ¢ 

Mr. Maruews. Well, in our area here it is not a weekly process. It 
is in and out, different times. 

Mr. Avery. We think of the Middle West and the Far West as 
being the principal supply sources of meat. Are these nine pur- 
chasing centers primarily in the Middle West and Far West? 

Mr. Maruews. Well, we can give you locations if you desire off 
the record. 

Mr. Avery. That is not necessary. Time is getting away here. 

Mr. Marnews We have two on the eastern coast, one in Chicago, 
three in the Middle West, Dallas, Kansas City, and Denver, and the 
west coast, for out there. 

Mr. Avery. Supplemented by this interchange you have described, 
to your knowledge, these nine central purchasing points have no par- 
ticular problem, no insurmountable problem in securing the quantity 
and the quality of meat that Safeway feels they need to supply their 
very demanding customers. 

Thank you, that is all, Mr. Chairman. 

Mr. Roosrveur. Counsel is not sure that I made clear on the record 
that Mr. Bickel would have the same 3 weeks that is being given to you 
gentlemen. It isso ordered by the committee. 

I want to thank all of you very much. Do you have anything else? 

Mr. Wipe. Yes, sir, Mr. Chairman. I have the dressed meat pur- 
chase data to submit to the subcommittee in response to the letters. 

Mr. MacIntyre. That is to be included as part of the witness’ 
testimony. Will you hand it to the reporter for putting it on the face 
of the record ? 

Mr. Wixpe. I might say, Mr. MacIntyre, in the schedules submitted 
we have given detailed information of quantities of dressed meat pur- 
chased in the Denver-Pueblo and Omaha-Sioux City areas for differ- 
ent Safeway operations. And in the last paragraph of the letter of 
transmittal, with which this data is submitted, we have asked that the 
committee treat it as confidential, accept it for its files, but not show 
it as a part of the record of the proceedings. 
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Now, we did that, you will recall, when a similar request was made 
by me and granted in San Francisco in connection with purchases by 
an operating division of the company. I see that there is no difference 
between this situation and that situation. 

Mr. Roosrvett. If that is your wish, if you feel that is necessary, 
your request will, of course, be granted, and it will be kept in the files 
of the committee for confidential information of the committee. 

Mr. Wixpe. Thank you very much. 

Mr. Roosrveit. Gentlemen, we want to thank you very much. At 
this time you will stand excused from the subpena. 

The committee will now hear from Mr. Carlson, of the Michigan 
Farmers’ Union, of Homer, Mich. Is Mr. Carlson present? 

Mr. Carlson, would you raise your right hand, please, sir? Do you 
solemnly swear that the testimony you are about to give before this 
committee shall be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Cartson. I do. 


TESTIMONY OF HOLGER CARLSON, MICHIGAN FARMERS UNION, 
PAW PAW, MICH. 


Mr. Roosrvett. Mr. Carlson, I am sorry to have to hurry you so 
much. We have only about 10 minutes left. If you will go right 
through, we will appreciate it. 

Mr. Cartson. Thank you. 

I am Holger Carlson, of Paw Paw, Mich., engaged during the last 
15 years in growing grapes, apples, pears, berries, and cherries. 

We in Michigan are grateful and appreciative to this committee for 
giving us the opportunity to make our statement at this particularly 
busy and important hearing in Denver. 

The concentration of buying power that now exists in the perish- 
able-food market in Michigan has become so great that both producers 
and small independent handlers must buy and sell in markets that are 
no longer free and competitive, but are completely dominated by a few 
processors able to set price or break the market almost at will, regard- 
less of the availability of the commodity. 

The law of supply and demand is completely set aside by the almost 
complete control of the market by just a few hae. 

The perishable commodity grower’s power position in the market 
is weak. He operates in a market so large and so controlled that he, 
as an individual or a group, without the strength of legislation, can 
have no perceptible influence on the market. Furthermore, the per- 
ishability of his commodity strengthens the buyer’s position. Per- 
ishability is the gun used to break the resistance to low prices, often 
below the cost of production. Delay and the threat of losing an entire 
crop have again and again broken organized commodity groups, 
because of no legislative protection or right. 

The basic law of our economic society is that one is only entitled 
to a profit provided he accepts the economic risks of his enterprise. 

In the grape industry in my State this economic concept means 
little as grape producers not only have no control over the price of 
the commodity they produce, they have been saddled with both the 
financing and the risks involved in processing. 
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I will try to outline briefly the manner in which the grape proc- 
essing industry operates in Michigan. Michigan’s grape market is 
controlled by the Big Three—Welch Grape Juice Co., John F. Turner, 
and A. F. Murch & Co. Of the 50,100 tons of grapes produced in 
Michigan in 1958, 31,900 tons went to these three processors for juice 
purposes. John F. Turner and A. F. Murch & Co. have dual opera- 
tions, processing wines in addition to grapejuice. Therefore, in ad- 
dition they received a part of the 8,200 tons used for wine purposes. 
5,500 tons went to fresh market and 4,500 tons for other uses. The 
remaining processors are mainly winemakers and must pay a mini- 
mum of $85 per ton for wine grapes in accordance with Michigan’s 
wine law. 

Welch Grape Juice Co. operates as a cooperative through National 
Grape Cooperative, Inc.—an organization sponsored by Welch Co. 
This is a controlled organization and it is very doubtful if members 
have any voice as to policies, operations, and price. They are guaran- 
teed by contract only the payment on delivery ranging from $25 to 
$40 per ton, depending on sugar content of the grapes. The balance 
is a profit-sharing setup. There is no guarantee of additional pay- 
ment either in the form of cash or the issuance of debentures. The 
debentures are not satisfactory bank security but they may be sold 
to certain brokers at varying times at from 30 cents to 50 cents on 
the dollar. 

John F. Turner & Co. refuses to even set a price for grapes at the 
time of delivery, but promises to equal the Welch cash price only. 
Further the Turner Co. withholds the first payment to producers at 
least 60, and at times 90 days after the first scheduled date of delivery. 
In most instances the entire payment due the producer is not made 
even then, with balances often withheld for as long as a year. 

As growers we are forced to accept this type of shoddy payment 
paterns because of the grape grower’s vulnerability to Nature’s plan 
of maturity and decay. 

The processor can force us to finance him, interest free in that part 
of his operation dealing with the purchase of his raw materials. 

This procedure assures the processor the comfort and convenience 
of operating on growers’ capital, selling finished goods to which he 
has no title, and passing back to the grower the cost of all risks and 
losses which his enterprise should have assumed. He is truly evading 
the basic economic law which entitles one to a profit only if he assumes 
the risks of his enterprise. 

The A. F. Murch & Co. operates the most modern plant buying 
grapes for juice and concentrates. Some of his output is to the giant 
A. & P. chain and other chain outlets. His company waits until after 
December 15 to establish price and payment. 

The payment on December 15 was less than the final price of the 
other large buyers. In making the December 15 payment, however, 
the Murch Co. promised an additional payment later in the year. For 
3 years these promises have been made to producers. 

In July of 1959, after 2 years of disappointment, a growers com- 
mittee met with Mr. Murch to discuss the possibility of receiving the 
payment. We were told that because of his mistakes in buying im- 
mature grapes, and because of processing errors, he would not make 
any further payment. 
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In other words, the producer was forced to pay for errors in proc- 
essing management, and without other competitive outlets has no 
recourse but to acquiesce. 

There are instances of retaliation to growers who asserted them- 
selves too strenuously in their own behalf or objected to methods 
employed by the large buyers—the buyers just refused to accept their 
grapes. 

May I include at this time, gentlemen, parenthetically that I myself 
may be committing economic suicide by delivering this testimony. 

Mr. Roosevert. “May I just say to you, Mr. Carlson, if there is any 
indication of a reprisal against you because of this testimony, the 
committee wants to know about it. 

Mr. Cartson. Thank you. 

Mr. Mathew Post, of Post Winery, from Altus, Ark., experienced 
the monopolistic practic es in Michigan’s grape mar ket this season 
when he attempted to buy 100 or more tons of Delaware grapes for 
his sacramental wine business. He was told to return to Arkansas 
because there were no Delawares available to him and that these 
grapes were controlled by the two processors he tried to deal with. 
In desperation he spoke with Father Ceru, of Paw Paw, who directed 
him to an individual grower who in turn contacted other growers 
through whom he was “able to obtain a small percentage of the ton- 
nage desired. Mr. Post was so completely disgusted with Michigan’s 
situation that be volunteered to testify at any “State or Federal hear- 
ings held on this matter. 

Other perishable commodity groups suffer in much the same man- 
ner. Prices are set after the first scheduled delivery and payments are 

made on a 2-week lag, which is acceptable. All processors announce 
their price simultaneously and at the same level, which indicates either 
collusion or dominance by the largest processor. There are instances 
of individuals and groups, particularly when there is an abundance, 
buying on the panic theory entirely, thus driving prices down still 
further, and successfully speculating on the miseries of the grower. 
Price of the finished goods does not change appreciably to the con- 
sumer. Whether this practice is engineered by speculators or the 
processors is not known. 

Mr. Roosevett. Mr. Carlson, those are pretty general statements 


and some are along the line we would have to back up with specifica- 
tions. 


Mr. Cartson. Right. 


I quote from a letter received from the Cherry Producers Marketing 


Cooperative, Inc. at Grand Rapids, Mich., under date of July 10, 
1959: 


In an industry sorely beset by rumors and confusion, your association ex- 
perienced the completely ridiculous this year. A Chicago broker named Victor 
D. Bendel who represents processors of frozen foods throughout the United 
States, and is supposedly working for them, called your president, John Handy, 
and your manager after processors rejected our 74% cents per pound price and 
offered to sell us a plan that would net growers 7 or 7% cents per pound for 
their cherries. Mr. Bendel first offered us the plan for $5,000 but increased the 
price to $100,000 as time went by. 

Your president and board of directors rejected the offer being deeply engrossed 
in legitimate bargaining with responsible processors. They rejected this offer 
with the knowledge that this same broker had been predicting disastrous prices 
for cherries and influencing the entire trade toward the failure of our bargain- 
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ing efforts and the scarecrow of a larger than estimated crop. At present your 
manager and our attorney are investigating the possibility of suing Mr. Bendel 
for damages on the grounds that he went beyond the limit of the law by mis- 
representation and persuasion in trying to influence our legitimate customers, 
the processors, not to sign our contracts. We intend to make every effort to stop 
the vicious practice of brokers trying to increase their sales by using the natural 
fears and doubts of the fruit industry. 


A second letter to all members of the Cherry Producers Marketing 
Cooperative on September 10, 1959, summarizes completely the prob- 
lems involved in negotiating for price when large buyers exert so 
great a control on the market: 


THE SToRY OF PRICE NEGOTIATIONS, 1959 


Never before has your manager seen growers and processors so pervaded by 
fear and doubt as some processors and buyers of Red Tart cherries in 1959. 
Listed below are some of the actions your fellow association members, directors 
and manager had to overcome before getting our 614 cent price established this 
year. In reading over the list, remember that it applies only to a minority of 
processors in various districts. We are not trying to blame anyone for our 
problems ; we are only trying to inform you as members of the realistic difficulties 
that must be overcome in establishing a price. 

1. Two price rejections. During 11 days of negotiating at prices above 61%4 
cents out of 111 processors to whom we telegraph our prices only 11 agreed to 
sign our contract and only 3 of these agreed to pay a price above 6% cents. 
(Don’t let any processor tell you he would have paid more—they all had the 
chance and didn’t. ) 

2. After accepting our price and contract verbally or by wire some processors 
tried to back out of the agreement. (None have.) 

3. Some processors accepted our price and contract but returned blocks of 
tonnage back to the association, saying they did not need that much tonnage 
at our price. (We sold it to other processors. ) 

4. Certain processor fieldmen informed growers that if they joined the Great 
Lakes Cherry Producers they could not deliver their cherries to the processor 
of their choice. (Their top management overruled them.) 

5. Brokers with no responsibility to any one processor and who sell through- 
out the United States repeatedly wired cherry buyers throughout the United 
States that cherries could be purchased at prices from one-half cent to 1 cent 
under a price that reflected 6% cents to growers. Their wires were all subject 
to later confirmation so could not be called illegal. Furthermore, there was no 
way for the buyer to know the volume involved. These same brokers would get 
a small offering from processors testing the market at a low price then call up 
12 or 14 processors and ask them what they would sell cherries for. If it was 
over the low price of the small lot they had to sell, they would offer to seil 
them these cherries at the low price hoping to get them to lower their own price. 

6. In every area the association did business some processors managed to 
buy cherries for less than the association price or else took cherries in at no 
price and a small downpayment from growers who were not members of the as- 
sociation. 

7. Not a single processor in western New York (west of Rochester) would 
accept our price and forced the association to process its own members’ cher- 
ries at a contracted price of 5% cents per pound for processing ; 5 plus 1 cherries 
in 30-pound tins. 

8. Some processors reneged on verbal agreements with first handlers hoping 
to leave them frightened and without a definite home. 

9. Large buyers repeatedly played processors in one State against processors 
in another. ; 

10. Large buyers repeatedly told smaller processors that if the price was over 
11% cents for frozen they would only buy a small part of their requirements 
thereby trying to influence the grower price as well as the processors margin. 

11. Southern Michigan processors were afraid of the price breaking in north- 
ern Michigan; northern Michigan was afraid of the price breaking in New ‘York. 
New York processors were afraid of one another and Wisconsin was willing to 
helieve anyone. 
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12. Processors started rumors that their bankers wouldn’t loan them over 6 
cents for the grower price. The truth is no banker makes a loan on the grower 
price but on the credit of the borrower. 


13. Processors met in groups and agreed not to pay the association’s price. 
CONCLUSION 


One of the finest contributions that this committee could pos- 
sibly make in correcting the problems besetting our industry would 
be the recommendation to the Congress in support of commodity 
group bargaining legislation that will: 

1. Give commodity groups the legal right to bargain collectively 
for price, grade control, and other factors pertinent to marketing. 

Mr. Roosrvetr. Mr. Carlson, are you now eliminated from Federal 
marketing orders? 

Mr. Carson. No, we are not, sir. 

Mr. Roosevetr. I mean that point could be covered, if you did 
secure a Federal marketing order. 

Mr. Carson. Provided we could secure a Federal marketing order 
over the whole area. 

Mr. Roosevetr. It would be a national Federal marketing order. 

Mr. Carson. That is true, yes. 

Mr. Roosevett. But you have made no effort to get that. 

Mr. Cartson. No, not as yet. But I understand the Cherry Mar- 
keting Association plans on following some such procedure as that. 

Mr. Roosrvetr. What I am trying to point out is that we do not 
need new legislation for that. We need you to take advantage of 
existing legislation. 

Mr. Carison. Well, in the case of cherries, possibly so, for that 
commodity is pretty well localized. But the crux of the problem in 
organizations such as the cherry group is that when there is an 
abundance, processors are not particularly willing to bargain with 
you or make any arrangement whatsoever. And of course their 
strongest weapon is to simply sit by and wait until they announce a 
price, and the fear of individual growers losing their entire crop, they 
will start to deliver grapes or cherries or any perishable commodity 
at an extremely low price. And that ultimately breaks the organ- 
ization. 

2. Provide a competitive price determining mechanism through 
which price is determined by growers and processors on the basis 
of costs of production, inventory, crop estimate, consumer demand, 
etc. 

3. Make it mandatory for issuance of processed warehouse receipts 
to producers for all commodities not paid for in cash within 15 days 
of date of delivery. Value of warehouse receipt to carry interest at 
the rate of not less than 1 percent per month beginning at date of 
issuance and terminating at final cash liquidation of said receipt. 

4. Assure growers, processors, and consumers of accurate weigh- 
ing, testing, and classifying of commodity on a basis equitable to all. 

5. To force compulsory filing of processor inventories with State 
and Federal agricultural agencies, at such intervals as deemed neces- 
sary by the Secretary of Agriculture to prevent misrepresentation 
of the true condition of supply and demand. 
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Establishment of a mediation board to effect final settlement of 
capella ed grower-buyer differences, board membership to represent 
producer, processor, consumer, and constituted agricultural authority 
in ae State. 

. To make it mandatory that when commodities are purchased by 
oialina that price and terms of contracts for commodity be estab- 
lished and filed with the State director of agriculture not later than 10 
days prior to the processors first scheduled date of delivery. Fail- 
ure to reach agreement 10 days prior to first scheduled date of de- 
livery automatically directs the mediation board to effect a compul- 
sory final settlement. 

Again may I thank this committee for affording the grape growers 
of Michigan this opportunity to present the problems facing this seg- 
ment of the food industry here. We, as farmers, know and many 
small businessmen know that if the growth of monopoly continues in 
the food industry, the American people will find their food supply 
held for ransom ‘by men who seemingly have little but scorn for the 
words “free competitive enterprise. 

I thank you. 

Mr. Roosrvett. Mr. Carlson, we have been delighted to have you 
before us. I can assure you that the committee will take your state- 
ment and give it study and careful consideration. Exactly what we 
will then do will have to be decided by the committee after we have 
had time to give it some consideration. But we do appreciate that 
you have a serious problem. 

It is a problem which was presented I think very well by you and 
very fully. We are particularly appreciative of the constructive sug- 
gestions which you have included therein. 

The committee wants to thank you. 

Mr. Avery, do you have any questions? 

Mr. Avery. I regret, Mr. Carlson, I was not able to hear your 
entire statement. I have no questions. 

Mr. Roosevext. First, without objection I want to include in the 
record at this time a letter of October 30, 1959, from the National In- 
dependent Dairy Association of W: ashington, D.C. ., and the resolutions 
adopted by that association September. 18, "1959. On behalf of the 
committee, I would like to say Mr. Avery and I would be glad to 
answer any questions of the press over at this corner by the table for 
a few minutes. 

We want to express at this time appreciation to our colleagues in 
the House and Senate who attended this hearing and took part in it. 
We want particularly to express to the public officials who made it 
possible for us to hold the hearings here in the senate chamber of 
the Capitol here in Colorado and our appreciation for the many cour- 
tesies which have been accorded not only the committee, but its staff. 

Mr. Avery. Mr. Chairman, may I be recognized? I would like to 
state for the minority on the record that although we have obviously 
disagreed with Mr. Roosevelt on several of his conclusions from the 
facts that have been presented during these hearings, I want to com- 
mend him for the fairness with which he has conducted these hearings. 
He has been a firm presiding officer, always maintaining order in the 
committee room, enforcing the rules of the House applicable to com- 
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mittee procedure and permitting each member of the committee to be 
recognized in turn. At the same time, he has been completely fair 
with every witness in permitting him to state his case and as far as 
possible permitting each witness to consume as much time as the wit- 
ness desired to fully present his point of view to the committee. 

It may be that the minority may have a separate and dissenting 
views from the majority when this committee reports to our full com- 
mittee, the House Select Committee on Small Business. Despite that 
possible dissent, I thought it quite appropriate to state for the record 
at this time such dissent would have been based on a differing conclu- 
sion from the same set of facts and not a protest from the manner in 
which these hearings were conducted. Thank you, Mr. Chairman. 

Mr. Roosevett. There being no further business before the com- 


mittee, the committee will stand adjourned subject to the call of the 
Chair. 


(The material from the National Independent Dairy Association 
is as follows:) 


NATIONAL INDEPENDENT DAIRIES ASSOCIATION, 


Washington, D.C., October 30, 1959. 
Hon. JAMES ROOSEVELT, 


Chairman, Subcommittee No. 5, 
House Small Business Committee, 
Washington, D.C. 


My Dear Mr. CHAIRMAN: On June 22, 1958, I gave certain testimony before 
your subcommittee with regard to the practices of certain chainstores in con- 
nection with the processing of their own dairy products. On September 18, 1959, 
the board of directors of NIDA adopted a resolution concerning this matter. 
That resolution is enclosed herewith. 

There is also enclosed a resolution approved by the board in which it urges 
legislation which would give the Federal Trade Commission power to issue 
temporary cease and desist orders pending the completion of its cases. 

We request that both of such resolutions be made part of the record of your 
hearings. 

With kindest regards and best wishes, I am, 

Sincerely, 


D. C. DANIEL. 


Whereas the organization of the National Independent Dairies Association 
was begun in February 1957, because of the emergency then facing and still 
facing the independent milk processors and ice cream manufacturers of the 
United States due to unfair trade practices in the industry ; and 

Whereas NIDA has been investigating dairy industry problems in an effort 
to arrive at reasons for the unfair trade practices and has earnestly solicited 
the help of the Congress of the United States and the regulatory agencies in 
the solution of the emergency problems facing the independent dairymen; and 

Whereas the Congress of the United States through its appropriate commit- 
tees has considered the plight of small business in general and of the dairy 
industry in particular and has passed some very beneficial legislation which 
this association hereby acknowledges and for which it expresses its deep appre- 
ciation; and 

Whereas from investigations which have been made by the said committees 
of the Congress and by the regulatory agencies it appears that some of the 
principal reasons such an emergency condition has existed and continues to 
exist for the small business segment of the dairy industry are as follows: 

1. Ice cream, milk, and other dairy products, essential food items, are 
among the best trade inducers in the food industry and have often been and 
are being sold as “loss leaders” or at unreasonably low prices. 

2. Some of the major retail chains already own and operate or dominate 
and control, directly or indirectly, facilities and establishments for the 


manufacture and/or processing of a considerable amount of the dairy prod- 
ucts sold by them. 
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3. Major retail food chains, the principal outlet for dairy products, are 
now able, because of their size, to bring. pressure to bear on dairy con- 
cerns for lower prices on dairy products than the prices charged the com- 
petitors of the chains by threatening to, separately, or in concert with 
others, establish and operate their own facilities or establishments for the 
manufacture and/or processing of dairy products; and 

Whereas as a result of the practices above referred to, said chains have been 
successful in buying dairy products at unreasonably low or below cost prices to 
the extent that many small dairy concerns have been forced to sell out to com- 
petitors or go out of business, and further, such practices have depressed and 
continue to depress the price of the dairy farmers’ milk and have seriously af- 
fected the wage rate structure in the dairy industry: Now, therefore, be it 

Resolved, That the National Independent Dairies Association respectfully 
petitions the Congress of the United States to enact new laws or amendments 
to the present laws making it unlawful: 

1. For any retail dealer, either separately, or in concert with others, to en- 
gage in the production or the processing and/or packing of milk or the manu- 
facturing and/or packing of ice cream, ice milk, melorine and/or frozen con- 
fection and other products natural or usual to the dairy industry where the 
effect may be to injure or destroy or prevent interstate competition or tend 
to create a monopoly. 


RESOLUTION 


We urge legislation which would amend the Federal Trade Commission Act 
by providing for the issuance of temporary cease-and-desist orders to prevent 
unfair methods of competition or acts or practices pending completion of Fed- 
eral Trade Commission proceedings. 


(Whereupon, at 5:30 p.m., the committee was recessed, subject to 
the call of the Chair. ) 


x 





